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A 12-part  series  on  the 
I in  rT  starts  today. 

Part  One:  improving 
company  performance 
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Palestinian  council 
opposes  May  move 
to  declare  statehood 

Palestinian  Authority  president 
Yassir  Arafat  has  been  told  by 
his  legislative  council  to  abandon 
plans  to  declare  a state  on  May 
4.  Mare  than  SO  per  cent  of 
councfl  deputies  opposed  a uni- 
lateral declaration.  Instead  they 
want  reforms  to  prepare  for 
statehood. . Page  14 

Iraqi  mffitary  sites  attacked 
US  and  British  warplanes  again 
attacked  Iraqi  targets.  A US  jet 
fired  at  a radar  site  in  the  north- 
ern no-fly  zone  and  US  and  Brit- 
ish aircraft  attacked  Iraqi  facilities 
in  the  south.  Baghdad  attacks 
move  to  review  UN  ties.  Page  4 

Europe's  socialists  target  jobs 
Left  of  centre-led  governments  in 
the  European  Union  are  planning 
measures  to  boost  employment 
They  hope  to  offset  the  effect  of 
weaker  exports  on  growth  and 
jobs.  International,  Page  2 

Gibraltar  fishing  dispute  worsens 
Abel  Matutes,  Spain’s  foreign 
minister,  warned  of  a diplomatic 
crisis  over  Gibraltar  because 
London  had  not  guaranteed  a 
deal  granting  Spanish  trawlers 
continued  local  fishkig  access. 
International,  Page  2 

Parliamentarian  bows  out 
Tom  Spencer,  a senior  Member 
of  the  European  Parliament  from 
Britain's  Conservative  party, 
withdrew  from  European  parlia- 
ment elections  after  cannabis 
and  a gay  sex  video  were  found 
in  his  suitcase.  UK,  Page  6 

Kosovo  talks  may  go  ahead 
The  six-nation  Contact  Group  on 
Kosovo  expects  Yugoslav  presi- 
dent Slobodan  Milosevic  and  the 
Kosovo  Liberation  Army  to  attend 
peace  talks  this  week.  Page  2 

Lnrinsky  set  to  testify 
. Monica  Lewinsky,  the  former 
White  House  worker  at  the  centre 
of  charges  against  President  Bffi 
Clinton,  wffl  open  a new  phase  of 
his  Impeachment  trial  when  she 
testifies  behind  closed  doors 
today.  International,  Page  3 

Seoul  warned  against  complacency 
South  Korea  risks  complacency 
over  the  degree  to  which  it  has 
overcome  its  economic  crisis,  a 
senior  international  Monetary 
Raid  official  warned,  and  ft  is  still 
too  early  to  say  sustainable 
recovery  has  been  achieved, 
international.  Page  4 

Amor  trial  to  continue 
A judge  trying  Anwar  Ibrahim 
ruled  that  Malaysia's  ousted 
finance  minister  had  a case  to 
answer.  He  is  accused  of  abus- 
ing his  authority  by  directing 
police  to  obtain  retractions  from 
people  who  accused  him  of  sex 
offences.  International,  Page  4 

Lusty  duck's  day  of  reckonbig 
The  UK  government  is  to  declare 
war  bn  the  lust-crazed  ruddy 
duck,  which  is  wreaking  ecologi- 
cal havoc  across  Europe.  Britain 

has  been  under  pressure  to  start 
exterminating  some  4,000  of  the 
native  American  ducks  which 
have  made  the  UK  their  home. 
UK.  Page  6 
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Italian  ruling  may 
hit  Murdoch  plan 
for  pay-TV  football 

The  Kalian  government  hopes  to 
limit  the  broadcast  rights  of  any 
one  pay-TV  organisation  to  60 
per  cent  of  Serie  A football 
matches.  Rupert  Murdoch’s 
News  Corporation  Europe  is 
seeking  all  rights.  Page  15 

Fiipan  International  Trust  and 
Investment  Corporation,  a Chi- 
nese trust  and  investment  com- 
pany, had  provisional  credit  lines 
worth  $100m  cancelled  by  for- 
eign banks.  Page  15 

General  Motors  said  it  was  not 
seeking  to  take  over  Nissan  and 
had  no  plans  to  top  Ford  Motor's 
offer  for  Volvo  cars.  Page  16; 
Volvo  woos  other  truck  compa- 
nies. Page  17 

Merrill  Lynch,  US  investment 
bank,  paid  the  Belgian  govern- 
ment around  $100m  to  settle  a 
dispute  over  currency  derivative 
transactions.  Page  15 

British  Petroleum  and  Amoco  of 
the  US  escaped  more  than 
$800m  in  duty  on  their  merger 
because  of  a loophole  in  UK  tax 
laws.  Page  6 

Bein>br&s,  the  Brazilian 
government’s  electricity  holding 
company,  is  to  be  privatised  in 
July  despite  the  country's  eco- 
nomic turmofl.  officials  sod. 

Page  Lax,  Page  14 

MorpboSya  of  Germany  and  two 
other  biotechnology  corrqxmtes 
plan  to  enter  European  markets 
In  offerings  that  aim  to  raise  a 
total  Of  5100m.  Page  18 

Azksr,  Spanish  transport  and 
logistics  group,  said  it  had  been 
swamped  by  non-Spanish  Institu- 
tional demand  for  an  initial  public 
offering  worth  Pta24.6bn  (€148m, 
$171  m).  Page  21 

National  Bank  of  Gftoca,  the 
country’s  biggest  bank,  reported 
a 103  per  cent  increase  in  pre- 
tax 1998  profits  to  Dr130bn 
($460m)  after  completing  a 
merger  with  its  housing  subsid- 
iary, National  Mortgage  Bank. 
Page  21 

Dresdoer  Bank  of  Germany  is  to 
launch  an  investment  company 
aimed  at  giving  institutional 
clients  higher  yields.  Page  18 

Ketiogg.  US  cereals  company 
which  accounts  for  about  32  per 
cent  of  the  US  market,  ended  a 
difficult  year  with  earnings  it  said 
were  disappointing.  Page  19 

Soctttt  G£n6ra!e  and  Paribas,  the 
French  banks,  we  reported  to 
have  revived  talks  over  a possi- 
ble link-up.  Page  17 

European  Insurance  companies 
and  brokers  lace  heavy  losses 
from  a three-year  foray  into  fk>- 
anting  independent  films,  Hotty- 
wood  executives  said.  Page  3 
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AXA’s  £3.6bn  bid  set  to  win  GRE 


By  Andrew  Bolger, 
Insurance  Correspondent 


French  group’s  US  strategy  squeezes  out  rivals  for  UK  insurer 


Guardian  Royal  Exchange,  the 
UK  composite  insurer,  is  expec- 
ted to  announce  today  it  has 
accepted  an  offer  from  Axa.  the 
French  Insurance  group,  that  val- 
ues it  at  about  £3.Gbn  ($55bn),  or 
388p  a share. 

Axa  made  its  bid  for  GRE,  one 
of  the  UK’s  oldest  companies, 
through  Sun  Life  and  Provincial 
Holdings,  the  UK  composite  in 
which  its  holds  a 72  per  cent 
stake.  GRE  shareholders  w£Q  be 
offered  cash  and  shares  in  Sun 
Life  and  Provincial,  which  win 
become  third  largest  UK  insurer 
behind  CGU  and  Royal  & Sun 
Alliance. 

Although  last-minute  discus- 


sions could  delay  the  official 
announcement  by  24  hours,  Axa 
learned  on  Saturday  it  had  come 
from  behind  to  grasp  control  of 
GRE  from  Eureko,  an  alliance  of 
seven  European  insurers,  and 
Royal  & Sun  - the  only  other 
bidders  by  Friday’s  deadline. 
GRE  shares  closed  at  367Kp  on 
Friday. 

Axa  appears  to  have  pipped 
Eureko  because  ft  has  lined  up 
buyers  far  the  GRE  general  busi- 
nesses in  the  US  that  neither 
company  wanted  to  take  on.  Axa 
has  agreed  to  sell  the  US  busi- 
nesses to  liberty  Mutual  of  the 
US  for  about  SL5bn.  It  wfl]  also 
sell  Albingia,  GRE’s  German 
operation,  to  Colonia.  the  French 


group’s  own  German  arm  for 
nearly  £600m. 

Eureko,  which  tabled  a cash 
offer  of  3S5p  per  share,  was  will- 
ing to  take  on  GRE’s  US 
operations  temporarily,  but  had 
been  unable  to  complete  due  dili- 
gence and  its  offer  was  condi- 
tional in  certain  respects. 

GKE  said  it  believed  Axa’s  was 
the  best  ‘'clean’'  offer  on  the 
table. 

Royal  & Sun,  which  also 
offered  a mixture  of  cash  and 
shares  worth  almost  390p,  fell  out 
of  the  running  on  Friday  because 
of  the  GRE  board’s  suspicion  of 
the  paper  element  of  the  bid. 
Royal  and  Sun's  shares  had 
fallen  5 per  cent  since  the  com- 


pany's interest  was  confirmed 
recently,  and  GRE  feared  the 
shares  would  fell  further  if  a deal 
was  concluded. 

Sun  Life  and  Provincial’s 
shares  have  outperformed  the 
market  over  the  past  two 
months,  largely  because  inves- 
tors believed  Axa  had  dropped 
out  of  the  race  for  GRE. 

The  deal  would  complete  the 
rapid  consolidation  of  the  UK 
insurance  market  over  the  past 
two  years.  It  has  seen  CGU  cre- 
ated from  the  merger  of  Commer- 
cial Union  and  General  Accident 
and  Royal  & Sun  Alliance  formed 
from  Royal  Insurance  Sun 
Alliance. 

However,  it  would  not  address 


of  the  problem  of  overcapacity 
that  has  plagued  th«*  UK  general 
insurance  market. 

The  Axa  takeover  will  mean  far 
fewer  redundancies  than  would 
have  been  sought  by  a UK  com- 
petitor such  as  Royal  & Sun. 

Peter  Owen,  GRE’s  chief  execu- 
tive designate,  is  likely  to  be 
given  a senior  role  in  the 
enlarged  organisation. 

The  takeover  will  enhance  the 
formidable  deal-making  reputar 
tion  of  Claude  Cluade  Bebear, 
Axa’s  chairman,  who  has  built 
the  group  into  one  of  Europe’s 
biggest  insurers  through  acquisi- 
tion and  aggressive  asset  man- 
agement 

ConsoOdafloa  continues.  Page  16 
Lex,  Page  14 


MICROSOFT  CHIEF  ADDS  HIS  VOICE  TO  WARNINGS  ON  SECTOR 


Internet 
stocks  are 
priced 
too  high 
says  Gates 

By  Peter  Martin  in  Davos 


Bill  Gates,  chairman  of  Microsoft, 
yesterday  joined  the  ranks  of 
those  who  believe  intern*  stocks 
are  overvalued,  but  said  his  com- 
pany would  probably  "participate 
in  this  frenzy  a little  bit"  by  mak- 
ing further  acquisitions. 

Speaking  at  the  anmtai  meet- 
ing of  the  World  Economic 
Forum  in  Davos,  Switzerland,  Mr 
Gates  said  internet  stock  valua- 
tions were  “breathtaking". 

"I  don’t  recommend  internet 
stocks  to  people  who  don’t  like 
massive  risk,"  he  said,  “espe- 
cially at  current  levels.  People 
are  jumping  into  it  like  it's  gold 
rush." 

Similar  comments  have  come 
in  recent  weeks  from  Alan  Green- 
span. chairman  of  the  US  Federal 
Reserve,  and  from  Rupert  Mur- 
doch, chairman  of  News  Corpora- 
tion. 

Mr  Gates  said  internet  stocks 
were  merely  an  extreme  case  of 
an  issue  that  affected  the  whole 
industry.  “I  do  find  the  valua- 
tions of  high -tech  companies  in 
general  surprisingly  high,"  be 
said. 

However,  be  bad  held  this  view 
for  over  a decade,  even  when 
price/earnings  ratios  were  at 
lower  levels  than  they  are  today. 

“So  obviously  that  view  that 
they  were  going  to  go  down 


UH  wuilaMWto  Knfi  Annan  dbcmamg  workers'  righto  wWi  business 

at  the  World  Economic  Forum  yesterday  Retire:  AP 


becoming  one  of  the  top  three 
players  on  the  internet  “Believe 
me,  those  business  plans  exist  at 
Microsoft  too  - except  it  probably 
doesn’t  say  top  three’,  it’s  some- 
thing more  ambitious.”  Overall, 
the  internet  share  price  boom 
would  probably  prove  valuable  to 
the  US  economy,  he  said. 


didn’t  prove  out.  in  the  long  run. 
wQl  I be  right?  I think  so.” 

Investors  tended  to  underesti- 
mate the  impact  of  the  intense 
competition  in  technology  mar- 
kets, he  said.  Technology  compa- 
nies should  be  valued  at  a dis- 
count to  the  shares  of  companies 
like  Disney  and  Coca-Cola, 
which  had  stable  long-term 
earnings. 

Higher  prices  would  make  it 
harder  to  justify  acquisitions,  he 
said,  “but  I’m  not  saying  that  we 
won't  participate  in  this  frenzy  a 
little  bit". 

Everybody  in  the  industry  had 
business  plans  that  aimed  at 


Glotnl  PC  demand,  Page  4 
Reports  from  Davos,  Page  5 
Trade  pledge,  Page  14 


Brazil  presses  for 
early  release  of 
funds  from  IMF 


By  Geoff  Dyer  in  Sao  Paste 
ami  Robert  Chota  in  Davos 


Stanley  Fischer,  first  deputy 
mana&hj*  director  of  the  Interna- 
tional Monetary  Fund,  arrives 
today  in  Brazil,  where  the  gov- 
ernment is  pressing  for  the 
speedy  release  of  funds  from  its 
$4I.5bn  emergency  aid  package 
and  desperately  looking  for  a 
way  to  halt  the  continuing  slide 
of  the  Real  against  thp  dollar. 

Pedro  Parente,  Brazil’s  deputy 
finance  minister,  said  Mr  Fisch- 
er’s arrival  would  help  “speed  up 
the  process”  of  whether  the  IMF 
would  allow  the  prompt  release 
of  a $9bn  tranche  due  to  be  made 
available  by  the  end  of  February. 

On  Friday  the  Real,  allowed  to 
float  ■ two  weeks  ago.  broke 
through  the  barrier  iff  R$2  to  the 
dollar.  The  currency  has  deval- 
ued by  mare  than  40  per  cent 
since  January  12. 

Mr  Fischer  Is  flying  to  Brazil 
direct  from  the  World  Economic 
Forum  in  Davos.  Switzerland, 
where  yesterday  he  stood  by  the 
IMF’s  controversial  package  for 
Brazil,  which  attempted  to  prop 
up  an  exchange  rate  that  many 
observers  thought  overvalued  the 
Real. 

Mr  Fischer  said  a clear  and 
credible  monetary  policy  was  the 
key  to  stabilising  the  Brazilian 
currency.  “There  is  no  question 
that  the  currency  has  gone  far 


too  far  given  the  underlying 
strengths  and  policy  changes  in 
the  Brazilian  economy.” 

The  government  has  been  try- 
ing to  use  high  Interest  rates, 
which  are  now  37  per  cent,  to 
prevent  further  devaluation. 
However,  this  has  prompted  fears 
of  an  explosion  in  the  stock  of 
domestic  debt,  most  of  which  is 
at  floating  interest  rates,  and  a 
possible  debt  rescheduling. 

The  talks  with  the  IMF  come 
amid  the  first  signs  of  panic 

among  ordinary  Brazilians  over 
the  currency  crisis. 

Banco  do  Brasil,  the  country’s 
largest  bank,  and  Febraban, 
Brazil's  main  hanking  associa- 
tion, both  admitted  that  on 
Friday  there  were  a number  of 
heavy  withdrawals  from  bank 
branches,  but  denied  there  had 
been  a widespread  run  cm  depos- 
its. Some  of  the  biggest  with- 
drawals were  made  from  the 
bank  branches  in  the  Senate  and 
lower  house  of  Congress  in 
Brasilia. 

President  Fernando  Henri que 
Cardoso  was  forced  publicly  to 
deny  on  Friday  that  he  was 
planning  to  freeze  hank  accounts 
or  take  other  emergency 
measures. 


Reports  from  Davos,  Page  5 
Editorial  Comment,  Page  13 
Lex,  Page  14;  Ofnuw,  Page  13 
Betrobras  privatisation,  Page  15 


Connections  clamp 
cuts  US  phone  bills 


By  Martc  Stamen  is  Washington 


US  consumers  are  paying  about  a 
third  less  for  international  tele- 
phone calls  than  they  were 
before  the  adoption  of  a contro- 
versial US  policy  a year  ago. 

According  to  preliminary 
calculations  by  the  Federal 
Communications  Commission, 
the  unilateral  imposition  of  a 
ceiling  on  connection  rates  paid 
by  US  telpnnramnnirattons  com- 
panies to  foreign  carriers  is 
already  having  an  impact  on 
prices. 

The  FCC  set  the  ceiling  on 
rates  it  expected  US  carriers  to 
pay  their  international  counter- 
parts from  the  beginning  of  1999. 
The  plan,  which  sets  different 
targets  aid  timetables  for  wealth- 
ier and  less  developed  countries, 
aims  to  reduce  the  average  cost 
off  international  calls  from  88 
cents  a minute  in  1997  to  about  25 
cents  a minute  by  2003. 

the  FCC  estimates  the  average 
price  for  US  consumers  of  an 
international  call  fell  to  SO  cents 
a minute  during  1896,  with  the 
cost  of  connections  to  countries 
such  as  the  UK  and  Sweden  as 
low  as  12  cents  a minute. 

William  Kennard.  FCC  chair- 
man, said  the  reductions  resulted 
from  the  success  of  the  bench- 
marks  policy  and  the  growing  lib- 
eralisation of  global  telecommu- 


nications markets  under  the 
World  Trade  Organisation  agree- 
ment that  took  effect  last  year. 
“We're  now  at  the  end  of  the 
beginning  of  the  war  against  tele- 
phone monopolies.” 

The  new  rates  were  imposed 
after  the  US  grew  frustrated  at 
repeated  delays  in  agreeing 
worldwide  reforms  to  the  interna- 
tional settlements  system  under 
which  such  rates  are  negotiated. 

Because  the  US  has  relatively 
low  domestic  rates,  the  arrange- 
ment resulted  in  a large  net  pay- 
ment by  US  companies  to  inter- 
national camera  - an  aggregate 
S5.4bn  in  1996. 

FCC  officials  said  price  reduc- 
tions in  Europe  had  been  satis- 
factory but  progress  in  richer 
Asian  states  such  as  Singapore 
and  Taiwan  was  slower  and  con- 
nection charges  in  big  developing 
countries  such  as  India  and 
China  remained  ‘'outrageous”. 
Mr  Kennard  warned  the  FCC 
would  pursue  “an  aggressive 
enforcement  regime". 

Under  the  policy,  where  a US 
carrier  justifiably  complains,  the 
agency  can  in  theory  order  the 
company  not  to  pay  more  than 
the  benchmark.  Partly  because  of 
a long-running  legal  challenge  by 
Cable  and  Wireless  of  the  UK, 
claiming  the  FCC  has  no  right  to 
set  unilateral  rates,  no  such  com- 
plaints have  been  bronghL 
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EUROPE 

LEFT-OF-CENTRE  PARTIES  SOCIALISTS  AND  SOCIAL  DEMOCRATS  MEETING  IN  VIENNA  DISCUSS  HOW  TO  SPUR  GROWTH 


European  leaders 
plan  jobs  drive 


By  Peter  Norman  h Vienna 

The  11  left  of  centre-led 
governments  in  the  Euro- 
pean Union  are  planning 
measures  to  boost  employ- 
ment and  offset  the  negative 
effect  of  weaker  export  mar- 
kets on  economic  growth 
and  jobs. 

Leaders  of  European 
socialist  and  social  demo- 
cratic parties  commissioned 
Antonio  Guterres,  the  Portu- 
guese prime  minister,  to 
head  a working  group  to 
investigate  scope  for  action 
at  the  national  and  Euro- 
pean level  and  report  to  the 
forthcoming  congress  of  the 
Party  of  European  Socialists 
(PES)  in  Milan  at  the  begin- 
ning of  March. 

Viktor  Klima,  the  Austrian 
chancellor  who  launched  the 
initiative,  said  Mr  Guterres 
would  develop  ideas  about 
how  to  encourage  growth 
and  employment  through  fis- 
cal and  investment  policy 
and  by  co-ordinating  the 
European  Union  and 
national  budgets. 


Speaking  on  Saturday 
after  a two-day  brainstorm- 
ing session  in  Vienna  of  left- 
of-centre  leaders  that  was 
attended  by  seven  European 
prime  ministers,  Mr  Klima 
said  the  plans  would  not 
endanger  price  stability, 
which  is  the  responsibility  of 
the  European  Central  Bank. 

While  details  of  the  social- 
ist leaders'  policy  options 
remained  sketchy,  there  was 
no  doubting  the  concern  felt 
by  some  about  the  dangers 
to  growth  and  jobs  in  Europe 
from  global  economic  devel- 
opments. 

Oskar  Lafontaine,  the 
Bonn  finance  minister  and 
leader  of  the  German  Social 
Democratic  party,  warned 
that  recession  could  come 
quite  quickly,  according  to 
one  participant 

“We  all  face  a tougher  sit- 
uation in  the  next  year  or 
so,"  said  Tony  Blair,  the  UK 
prime  minister,  after  the 
talks. 

“It  is  essential  we  focus  on 
the  policies  to  provide  people 
with  the  jab  opportunities  of 


the  future  in  a new  global 
market.’* 

Mr  Blair  made  dear  that 
structural  reform  was  vital 
in  Europe  and  also  essential 
to  make  the  euro  successful. 
To  improve  employability, 
Europe  had  to  build  a “work- 
force that  is  highly  adapt- 
able, well  educated  and  well 
skilled,  promote  small  enter- 
prises, embrace  new  techno- 
logical  industries  of  the 
future  and  take  measures  to 
improve  productivity  and  its 
ability  to  compete”. 

The  role  of  government 
was  “tojnake  people  better 
equipped  to  prosper”  rather 
than  “heavy  handed  inter- 
vention". 

Mr  Klima  cited  recent 
moves  by  the  Austrian  gov- 
ernment to  boost  business 
research  and  development, 
improve  vocational  training, 
remove  red  tape,  help  with 
the  foundation  of  new  com- 
panies and  support  the  hir- 
ing of  social  and  environ- 
mental workers  by  local 
authorities  as  examples  of 
how  to  create  jobs. 


Viktor  Klima,  Austrian  chancellor  (left},  with  Tony  Blair,  UK  prime  minister  (right) 


The  Austrian  leader  also 
disclosed  that,  at  his  initia- 
tive, the  PES  would  prepare 
an  “action  plan"  against 
fraud  and  mismanagement 
in  the  EU  to  be  debated  in 


Milan.  The  planned  pro- 
gramme for  probity,  econ- 
omy and  control  would  high- 
light the  need  for  greater 
transparency  and  more 
orderly  spending  practices. 


It  would  be  co-ordinated 
with  the  European  parlia- 
ment, the  Commission  and 
EU  member  states,  which 
have  also  pledged  to  stamp 
out  malpractice. 


Election  manifesto  strikes  centrist  chord 


By  Peter  Nonna}  in  Vienna 

Leaders  of  Europe’s  socialist 
and  social  democratic  par- 
ties agreed  a manifesto  for 
the  European  parliament 
elections  in  June  that  is  cen- 
trist in  tone  with  commit- 
ments to  “a  modern  econ- 
omy that  ensures  growth, 
competitiveness  and  job  cre- 
ation". 

The  10-page  document, 
which  will  be  published  offi- 
cially in  Brussels  on 
Wednesday,  was  agreed  with 
minor  modifications  after 
what  participants  described 
as  an  uncontroversial  discus- 
sion. Tony  Blair,  the  British 
prime  minister  and  the  arch- 
exponent of  non-socialist  left 
of  centre  politics,  described 


it  as  “a  very  great  step  for- 
ward for  the  centre  left  par- 
ties in  Europe”  which 
marked  them  out  as  “cham- 
pions of  jobs  and  growth”. 

Rudolf  Scharping,  German 
defence  minister  and  presi- 
dent of  the  Party  of  Euro- 
pean Socialists,  representing 
20  left  of  centre  parties  from 
the  European  Union.  Nor- 
way and  Cyprus,  underlined 
their  commitment  to  the 
security  of  Europe's  citizens 
in  social  policy  and  fighting 
crime.  The  ■ manifesto 
declares  that  “each  individ- 
ual has  more  opportunity 
and  more  security  if  their 
community  invests  in  mod- 
ern services  of  high  stan- 
dards in  education,  health, 
transport  and  welfare". 


It  advocates  “training,  tax 
reform,  the  modernisation  of 
welfare  systems,  the  promo- 
tion of  new  enterprises  and 
support  for  the  non-market 
sector"  to  promote  employ- 
ment. The  document  shies 
away  from  strong  commit- 
ments to  traditional  socialist 
policies.  Thus,  promoting 
employment  “may  include 
agreed  reductions  of  work- 
ing time  negotiated  between 
the  social  partners”.  A Euro- 
pean growth  strategy  must 
embrace  sustainable  growth 
in  both  demand  and  Invest- 
ment. Economic  reform  and 
competitiveness  require  the 
effective  protection  of  social 
rights. 

The  manifesto  says  “it  is 
in  the  interests  of  all  mem- 


ber states  whether  members 
of  the  single  currency  or  not 
that  the  euro  is  a success”.  A 
sound  euro  will  protect 
against  currency  specula- 
tion, allow  for  lower  interest 
rates  and  contribute  to  a 
reformed  and  more  stable 
world  financial  system. 

It  calls  for  a “particular 
effort"  to  enable  small  and 
medium-sized  enterprises 
and  peripheral  regions  to 
take  advantage  of  the  EU’s 
single  market.  “Taxation 
should  not  distort  economic 
decisions  with  regard  to 
labour,  capital  and  services.” 
Using  language  that  Mr 
Blair  could  support,  the 
manifesto  backs  “better  pol- 
icy coordination"  in  the  EU 
“to  prevent  harmful  tax  com- 


petition in  the  form  of  unfair 
tax  breaks  and  hidden  subsi- 
dies". 

The  PES  parties  “want  an 
EU  that  both  respects  the 
identity  of  each  of  our  coun- 
tries and  promotes  a closer 
union  between  our  peoples”. 
They  say  a modem  Europe 
needs  a reformed  common 
agricultural  policy  and 
reformed  structural  funds 
that  are  effectively  targeted 
towards  job  creation. 

The  manifesto  cans  for  the 
EU  to  find  “new  ways  of  fin- 
ancing investment  such  as 
public  private  partnership" 
and  use  of  the  European 
Investment  Bank’s  lending 
facilities  to  overcome  bud- 
getary constraints. 

It  urges  increased  use  of 


qualified  majority  voting 
“where  desirable"  in  the 
EU’s  council  of  ministers  as 
part  of  a reform  -of  the  EU’s 
institutions  before  enlarge- 
ment to  indude  countries  of 
eastern  and  central  Europe. 

Mr  Blair  said  governments 
would  examine  each  case  for 
expanding  majority  voting 
on  its  merits  and  noted  that 
Britain  had  benefited  from 
the  system  when  pushing 
through  decisions  for  creat- 
ing the  single  market.  How- 
ever, Pauline  Green,  the 
British  leader  of  the  socialist 
group  in  the  European  par- 
liament, said  unanimity 
should  be  kept  In  important 
areas  such  as  changes  to  the 
EU  treaties,  enlargement  of 
the  EU  and  taxation. 


Aznar  rebrands  party  ‘reformist  centre’ 


By  David  White  in  Madrid 

Jose  Maria  Aznar.  Spanish 
prime  minister,  yesterday 
launched  a bid  to  consoli- 
date his  Popular  party's  hold 
on  power,  with  a re-organ- 
ised and  younger  leadership 
team  and  a rebranding  of  its 
policies  as  “reformist  cen- 
tre". 

He  told  3,000  delegates  at  a 
PP  congress  in  Madrid  that 
the  renovation  undertaken 
in  the  top  echelons  should 
be  carried  out  throughout 
the  rest  of  the  party. 

His  closing  speech  to  the 
three-yearly  congress,  the 
last  before  the  next  general 


election  in  about  a year's 
time,  coincided  with  an  opin- 
ion poll  in  the  newspaper  La 
Vanguardia  showing  the  PP 
leading  the  opposition 
Socialists  by  42  per  cent  of 
the  vote  to  37  per  cent  The 
five-point  gap  would  leave 
the  PP  just  short  of  an  abso- 
lute parliamentary  majority, 
the  newspaper  said. 

Mr  Aznar,  seeking  to  set 
the  tone  for  other  European 
centre-right  parties,  which 
are  mostly  languishing  in 
opposition,  placed  the 
emphasis  on  opportunities, 
individual  rights  and  solidar- 
ity. setting  education  and 
employment  as  priorities 


and  promising  a “profound 
reform”  of  public  services. 

After  Mr  Aznar’s  choice  of 
Javier  Arenas,  previously 
labour  minister,  to  take  over 
running  the  party  full -tune 
as  secretary-general,  the  con- 
gress approved  further 
changes  in  the  party’s  struc- 
ture and  Its  executive  com- 
mittee, promoting  politicians 
in  the  40-ish  age  bracket  and 
increasing  the  number  of 
women. 

Among  the  Cew  surprises 
was  the  inclusion  in  the 
committee  of  Josep  Piqu6. 
industry  minister  and  go v-  ' 
ernment  spokesman,  who 
until  the  day  before  the  con- 


gress was  not  a party  mem- 
ber. Mr  Pique,  who  earlier 
disclaimed  any  long-term 
political  ambitions,  is  now 
expected  to  head  the  PP’s 
general  election  effort  in 
Barcelona. 

Several  “old  guard”  con- 
servatives •were  relegated. 
However,  Manuel  Fraga,  the 
PP*b  founder  and  honorary 
president,  a veteran  of  the 
Franco  regime,  said  the 
party  had  not  so  much 
moved  to  the  centre  as 
expanded  its  reach. 

The  congress  displayed 
almost  Soviet-style  unanim- 
ity. The  new  list  of  party 
posts  was  acclaimed,  with- 


out challenge,  by  a vote  of 
more  than  99  per  cent  Policy 
documents  also  received 
blanket  approval,  with  a sin- 
gle dissenting  vote  regis- 
tered in  two  out  of  five 
cases. 

Despite  the  moderate 
pitch,  Mr  Aznar  drew  his 
biggest  applause  by  defying 
Basque  traders  on  the  possi- 
bility of  constitutional 
changes.  While  reaffirming 
his  desire  for1  lasting  peace 
in  the  Basque  region  follow- 
ing last  September's  cease- 
fire by  the  armed  Eta  organi- 
sation. he  said  there  was  “no 
alternative”  to  the  current 
1978  constitution,  which  laid 


the  basis  of  regions  I Lsatiop 
but  enshrined  Spanish 
national  unity. 

His  remarks,  setting  a 
limit  to  political  bargaining, 
were  a clear  retort  to  Xabier 
Arzalluz.  leader  of  the 
Basque  Nationalist  party 
(PNV),  which  heads  the 
region’s  government  and  is 
one  of  the  regional  parties 
the  PP  has  counted  on  for 
parliamentary  support  in 
Madrid.  To  Mr  Arzalluz ’s 
contention  that  the  Basques 
"do  not  fit"  in  the  constitu- 
tion, Mr  Aznar  said:  “Peace 
fits  in  the  constitution  and  is 
possible  only  in  the  frame- 
work of  the  constitution.” 


Duisenberg  cool  on  rate  cuts 


By  Richard  Adams 


Further  interest  rates  cuts 
within  the  euro-zone  would 
only  be  justified  by  deflation 
and  “persistently  lower 
prices",  Wim  Duisenberg, 
president  of  the  European 
Central  Bank,  said  yester- 
day. 

Mr  Duisenberg  told  BBC 
television  that  interest  rates 
within  the  single  currency 
zone  were  already  at  histori- 
cally low  levels,  and  that  fur- 
ther rate  cuts  would  not  help 
stimulate  growth.  “Further 


lowering  [of]  interest  rates 
would  only  be  justified  if 
there  was  a climate  of  persis- 
tently lower  prices.  And  if 
there  were  signs  of  deflation, 
then  the  lowering  of  interest 
rates  would  be  justified.  But 
we  are  not  there  yet."  he 
told  the  BBC’s  Money  pro- 
gramme. 

Mr  Duisenberg  said  he  was 
“used  to  withstanding  pres- 
sure" from  politicians  to  cut 
interest  rates,  and  described 
the  period  since  single  cur- 
rency's launch  as  a learning 
process  for  the  ECB. 


There  were  no  signs  of  a 
real  recession  within  Europe 
yet. 

"We  foresee  that  prices 
will  remain  stable  or  at  the 
level  of  increase  that  they 
currently  are.  So  from  that 
background,  there’s  no  rea- 
son to  do  anything  with 
interest  rates,”  he  said. 

Mr  Duisenberg  also  said 
there  were  “huge  advan- 
tages” for  the  UK  to  join  the 
single  currency.  But  the  UK 
needed  to  demonstrate  that 
sterling's  exchange  rate 
against  the  euro  could  be 


stable  - although  this  did 
not  require  membership  of 
an  exchange  rate  mecha- 
nism. 

■ Large-scale  sales  of  gold 
by  Europe’s  central  banks 
are  not  likely  within  the 
next  10  years,  according  to  a 
senior  member  of  the  ECB. 
Sirkfcfl  Hamalainen,  a mem- 
ber of  the  bank's  executive 
council,  said  gold  would 
eventually  lose  its  reserve 
status,  but  significant  sales 
by  the  European  central 
banks  would  only  come  in 
the  “very  long  term”- 


Fazio  warns 
over  Italy’s 
low  growth 
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By  Janes  Blitz  in  Rome 

Antonio  Fazio,  governor  of 
the  Bank  of  Italy,  has 
warned  that  the  economy 
faces  an  uncertain  12 
months  and  that  political 
stability  and  labour  market 
flexibility  are  again  essential 
to  boost  growth. 

Amid  continuing  concern 
that  Italy  has  the  most  slug- 
gish growth  rate. in  the  euro- 
zone area,  Mr  Fazio  used  a 
keynote  address  at  the  week- 
end to  warn  that  levels  of 
consumer  demand  and 
industrial  production  again 
threatened  “unsatisfactory 
results  in  1999”. 

Addressing  the  annual 
Forex  convention  in  Verona, 
Mr  Fazio  noted  that  the  gov- 
ernment’s tough  budgetary 
discipline  to  get  into  the  sin- 
gle European  currency  had 
led  to  an  average  Italian  eco- 
nomic growth  rate  of  1.2  per 
cent  in  each  of  the  last  three 
years,  around  half  that  of 
Germany  and  France. 

But  he  said  hopes  of  an 

improved  performance  this 
year  were  still  uncertain. 
“According  to  preliminary 
data,  the  level  of  production 
in  the  month  of  January 
looks  to  be  the  same  as  it 
was  12  monthsago." 

.At  the  same  time,  he 
warned  that  Italian  industri- 
alists could  not  rely  on  an 


upturn  in  the  world  econ- 
omy to  boost  production  and 
exports  this  year.  “What  Is 
needed  are  structural  poli- 
cies that  reduce  the  rigidity 
of  current  expenditure,  allow 
a reduction  in  the  tax  bur- 
den, and  introduce  flexibility 
.in  a job  market  that  still 
responds  to  the  logic  of  a 
closed  economy." 

With  Italy’s  political  scene 
appearing  increasingly  unst- 
able, Mr  Fazio  also  urged  a 
return  to  “a  basic  stability  in 
our  institutions  and  our  soci- 
ety along  lines  that  everyone 
can  share". 

Italian  government  minis- 
ters in  recent  weeks  have 
started  to  downgrade  their 
economic  forecasts  for  this 
year  from  the  official  predic- 
tion of  2 JS  per  cent  made  last 
April.  Massimo  D'Alema, 
prime  minister,  said  last 
week  that  growth  could  still 
be  over  2 per  cent  this  year, 
although  many  analysts 
view  this  as  uncertain. 

For  Mr  Fazio,  one  of  the 
main  burdens . on  Italian 
growth  has  long  been  the 
high  tax  and  contribution 
burden  on  Italian  mrapanios 
which  he  said  was  one  per- 
centage point  higher  than 
the  European  average  and  13 
percentage  points  higher 
than  the  US.  He  warned  that 
this  could  harm  investment 
in  the  new  euro-zone. 


Hopes  rise 
for  Kosovo 
peace  talks 


By  Soy  Dfemore  hi  Belgrade 


The  six-nation  Contact 
Group  on  Kosovo,  backed  by 
Nato,  expects  Yugoslav  Pres- 
ident Slobodan  Milosevic 
and  the  separatist  Kosovo 
Liberation  Army  to  give  a 
positive  response  by  tomor- 
row to  a summons  to  peace 
taife«  this  week  in  France. 

Robin  Cook.  UK  foreign 
secretary,  delivered  what 
amounted  to  an  ultimatum 
to  both  sides  on  Saturday,  as 
well  as  a draft  peace  plan 
that  would  give  Kosovo  sub- 
stantial autonomy  for  an 
interim  period  of  three 
years,  with  the  possibility  of 
deploying  an  international 
peacekeeping  force. 

Diplomats  said  military 
commanders  of  the  frag- 
mented* KLA  bad  indicated 
they  would  attend  the  talks, 
to  start  In.  Rambouillet.  near 
Paris,  on  Saturday.  Ibrahim 
Rogova,  tire  elected  leader  of 
Kosovo’s  ethnic  Albanian 
majority,  who  has  been  bit- 
terly criticised  by  the  KLA 
for  his  mu-militant  stance, 
told  Mr  Cook  he  would  be  at 
the  negotiating  table. 

Mr  Milosevic  said  peace 
talks  should  be  held  in 
Serbia  but  told  Mr  Cook  he 
would  seriously  consider  the 
proposal  of  the  Contact 
Group,  comprising  Britain. 
FYance,  Germany.  Italy,  Rus- 
sia and  the  US.  It  is  thought 
Mr  Milosevic  would  send  a 
senior  representative. . 

*1  told  Mr  Milosevic  that 
the  Contact  Group  proposal 
offered  a way  out  of  a con- 
flict he  cannot  win,”  Mr 
Cook  said  yesterday.  “I  also 
told  Kosovo  Albanian  lead- 
ers that  the  proposal  would 
provide  for  a democratic, 
self-governing  Kosovo  free 
from  fear  of  bloodshed." 

Tony  Blair,  British  prime 


NEWS  DIGEST 

FISHING  DISPUTE 

Spain  warns  of  crisis 
with  UK  over  Gibraltar 

Abel  M states,  Spain’s  foreign  minister,  has  warned  of  a 
prolonged  diplomatic  crisis  with  the  UK  over  Gibraltar 
because  London  had  failed  to  guarantee  a verbal  agree- 
ment made  in  October,  which  allowed  Spanish  trawlers 
continued  access  to  their  traditional  fishing  grounds  in  the 
coastal  waters  of  the  British  colony.  Mr  Matutes  has  also 
formally  complained  to  Brussels  listing  alleged  non-compli- 
ance by  Gibraltar  of  EU  directives. 

Gibraltar’s  authorities,  which  recently  began  to  imple- 
ment a 1991  ordinance  that  forbids  the  use  of  nets  within 
three  miles,  did  not  recognise  tile  verba)  agreement  and 
infuriated  Madrid  by  seizing  a local  fishing  vessel  last 
week.  In  an  attempt  to  defuse  tension,  the  UK  has  offered 
new  talks  on  the  dispute  saying  it  hoped  to  restore  the 
"harmony"  that  existed  up  to  1997  when  trawlers  fished 
unmolested  in  the  vicinity  of  the  colony  but  that  it  could 
not  contravene  Gibraltarian  law. 

Mr  Matutes  said  the  UK  statement  was  “not  what  Spain 
was  hoping  and  what  I had  asked  for”.  The  Spanish 
response,  as  In  the  past  when  differences  over  Gibraltar 
have  flared,  will  be  to  appiy  strict  frontier  controls  on  the 
colony's  border  with  Spain.  Mr  Matutes  said  there  was 
now  “a  crisis,  perhaps  a long  one".  Tom  Bums,  Madrid 

EU  RESEARCH  PROJECT 


Israeli  participation  blocked 

Several  European  Union  countries,  led  by  France  and 
Britain,  are  blocking  Israel’s  participation  in  a €15bn 
($17.4bri)  scientific  and  research  programme  because  of 
its  fail ure  to  implement  the  Wye  peace  accord  reached  in 
October  with  the  Palestinians. 

Israel  has  responded  by  launching  a diplomatic  offensive 
inthe  run-up  to  next  week’s  visit  to  the  region  by  Joschka 
Rscher,  Germany's  foreign  minister.  Israel  has  also  asked 
Germany,  head  of  the  EU  presidency,  to  apply  pressure  on 
member  states  to  allow  Israel  to  join  the  programme. 

Israel  claims  that  some  EU  countries  are  “politically 
motivated”  and  has  sharply  criticised  any  linkage  between 
jts  participation  in  the  programme  and  the  peace  process. 
Implementation  of  the  Wye  accord  was  frozen  Jn  Decem- 
ber when  Benjamin  Netanyahu,  Israeli  prime  minister, 
refused  to  cany  out  a second  troop  puHback  from  the 
West  Bank,  claiming  the  Palestinians  had  failed  to 
co-operate  on  security. 

Countries  opposing  Israel’s  membership  In  the  EU  pro- 
gramme base  their  action  on  the  mandate  issued  last  year 
by  the  EU  Council  of  Ministers  to  start  negotiations  with 
Israel.  Final  approval  for  Joining  the  programme,  the  man- 
date stated,  must  taka  into  account  the  peace  process. 

Whl/e  the  Commission  supports  Israel’s  entry,  several 
council  members  object,  os  well  as  some  European  ariia- 
merit  deputies.  Judy  Dempsey,  Jerusalem 

POUSH  ECONOMY 

Call  for  weaker  zloty 

^ 10  bol«w  exports,  which 
have  suffered  from  the  collapse  of  the  Russian  market, 

3 mintster  and  head  of  the 
government's  Strategic  Studies  Unit 

12ttX2S*P  after  the  publication  of 

JJSL KjfSLi?  ** 1331  year-  "hkh  show  a 

r®***  ft* the  Pen®1-  The  trade  deficit  In  the 
same  penod  m 1997  was  $14.7bn, 

inntn  government  is  seek- 

c*eman<fe  from  farmers  who  want  to  be 

fail  h P**503  last  year.  The  hearth  sar- 
vwe  ts  also  threatening  a general  strike  in  support  of 
higher  wage  claims.  Christopher  Bobinskl,  Warsaw 


aid* 


minister,  and  A!  Gore,  US 
vice-president,  said  Nato 
would  back  up  the  Contact 
Group’s  demands  with  force 
if  the  warring  parties  did  not 
comply.  Frustrated  by  stall- 
ing from  both  sides  and 
mounting  atrocities  against 
civilians,  the  Contact  Group 
has  set  a two-week  deadline 
for  conclusion  of  the  talks. 
Mr  Cook  said  only  “20  per 
cent"  of  the  peace  proposal 
was  up  for  discussion. 

The  23-page  draft,  based 
on  months  of  shuttle  diplo- 
macy to*  Chris  Hill.  US  medi- 
ator, sets  out  a “high  degree 

of  self  governance"  for  Kos- 
ovo with  its  own  “president" 
and  representation  within 
federal  Yugoslavia. 

“Potentially,  the  KLA  is 
the  biggest  problem."  a west- 
ern diplomat  commented. 
Most  KLA  fighters  are 
armed  villagers  with  a 
strong  loyalty  to  Mr  Rugova. 
their  elected  “president", 
and  would  probably  follow 
his  line.  But  the  rebel 
group's  more  radical  leader- 
ship in  exile  may  reftise  to 
accept  a deal. 

Stephen  Fidter  adds  from 
Washington:  US  media 
reports  suggested  over  the 
weekend  that  support  was 
growing  within  the  US 
administration  in  favour  of 
sending  in  US  ground  troops 
to  a European-led  peacekeep- 
ing force  in  Kosovo  once  a 
peace  accord  was  fashioned. 
But  Mr  Gore  told  Britain's 
Sky  television:  “No  decision 
on  that  has  been  made. . . We 
don't  want  to  get  to  imple- 
mentation before  negotia- 
tion." 

However.  US  senators 
speaking  yesterday  ques- 
tioned how  long  they  would 
be  asked  toremain  in  place. 

Editorial  comment.  Page  13 
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IMpEACHMENT  TRIAL  MANAGERS  HOPE  FORMER  WHITE  HOUSE  INTERN  WILL  BE  ALLOWED  TO  GIVE  EVIDENCE  IN  SENATE 
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Lewinsky  testimony  will  be  given  ir.  private 


By  Stephen  Rdter 
tn  Washington 


The  Senate  impeachment 
trial  of  President  Bill  Clinton 
enters  a new  phase  today  as 
Monica  Lewinsky,  the  for* 
mer  White  House  intern  at 
the  centre  of  charges  against 
' him,  testifies  behind  closed 
doors. 

Ms  Lewinsky  will  be  the 
first  of  three  witnesses 
called  by  the  Republican 


“managers"  of  the  trial  from 
the  House  of  Representatives 
to  give  depositions  in  a 
Washington  hotel  this  week. 
The  proceedings  will  be  vid- 
eotaped and  the  Senate  will 
vote  later  on  whether  the 
tape  should  be  shown  In  the 
Senate  chamber  or  released 
to  the  public. 

Vernon  Jordan,  Mr  Clin- 
ton's friend,  is  due  to  give 
bis  deposition  tomorrow  and 
Sidney  Blumenthal,  a White 


House  aide,  on  Wednesday. 

George  Gefess,  one  of  the 
13  House  managers,  said  yes- 
terday the  aim  of  question- 
ing would  be  to  “follow  up" 
on  a number  of  issues, 
including  whether  Ms.  Lew- 
insky had  been  encouraged  . 
to  provide  false  testimony  or 
to  hide  gifts  from  the  presi- 
dent He  told  CNN  television 
that  the  House  managers 
had  made  a commitment  not  . 
to  question  Ms  Lewinsky 


about  salacious  details  of  her 
relations  with  the  president 

The  managers  still  hope 
that  the  Senate  can  be  per* 
suaded  to  allow  witnesses  to 
testify  in  the  well  of  the  Sen- 
ate. though  some  have  ack- 
nowledged that  this  will  be  a 
difficult  task 

Some  senators  yesterday 
expressed  strong  doubts  that 
there  would  be  a two-thirds 
majority  sufficient  to 
impeach  the  president  Orrtn 


Hatch,  Utah  Republican,  told 
Fox  television  that  "barring 
some  thunderbolt  of  new  evi- 
dence that  would  change 
people's  minds",  there  was 
no  way  that  the  requisite  67 
votes  could  be  mustered  to 
remove  him  from  office. 

The  White  House  said  on 
Saturday  that  Mr  Clinton 
had  postponed  a planned  trip 
to  central  America  in  Febru- 
ary until  March,  so  that  be 

would  be  in  the  country  on 


February  12,  wnen,  accord- 
ing to  the  current  tentative 
plan  of  the  Senate,  the  final 
vote  in  his  impeachment 
trial  would  take  place.  He 
will  visit  Mexico  as  planned 
on  February  15  and  delay 
until  March  8 his  departure 
for  central  America. 

In  another  development 
yesterday,  the  New  York 
Times  reported  that  Kenneth 
Starr,  the  independent  coun- 
sel, was  considering  whether 


to  ask  a grand  jury  for  a 
criminal  indictment  of  Mr 
Clinton  before  his  term 
expires.  It  quoted  an  associ- 
ate as  saying  Mr  Starr 
believed  a sitting  president 
could  be  indicted  - but  had 
given  no  hint  of  whether  be 
would  seek  an  Indictment 
Asa  Hutchinson,  another 
House  manager,  told  CBS  TV 
such  a discussion  was  “not 
helpfUl  at  all"  while  the  Sen- 
ate trial  was  continuing. 


A new  Hollywood  abecedary:  G is  for  good  takings,  R is  for  rotten 


Family  films  make  eight  times  more  profit 
than  ones  with  exploding  heads,  advocacy 
group  says.  Christopher  Parkes  reports 


D-Day  landings  recreated  in  “Saving  Private  Ryan*:  R- rated  but  suitable  for  famSes,  says  the  Dove  Foundation 


R.  the  Hollywood  rating 
code  for  films  depicting 
sex.  violence  and  other 
content  unsuitable  for  fam- 
ily viewing,  serves  a double 
purpose  as  a sign  of  a rotten 
rate  of  return  on  investment, 
according  to  a study  of  10 
years’  worth  of  studio  out- 
put 

G signifies  good  - as  in 
clean  fun  and  gross  earnings 
- says  the  Dove  Foundation, 
an  advocacy  group  for  more 
wholesome  entertainment, 
which  claims  the  average 
film  with  a "general"  rating 
generates  eight  times  more 
gross  profit  than  an  R-rated 
shocker. 

in  terms  of  return  on 
investment  family  fare  is  78 
per  cent  more  rewarding 
than  blood  and  guts. 

Coming  shortly  after  Walt 
Disney  announced  plans  to 
re-focus  its  efforts  on  family 
films,  the  report  may  strike 
a chord  among  studios  that 
are  struggling  to  find  a for- 
mula for  consistent  box 
office  success. 

Dove,  using  data  commis- 
sioned from  Paul  Kagan 
Associates,  a respected 
research  firm,  claims  its 
findings  "completely 
debunk"  film-makers’  claims 
that  films  stuffed  with 
"naked  bodies,  exploding 
heads  and  filthy  language" 
mjjke  most  money. 

‘Although  the  findings  on 
profitability  are  based  on 
estimates  of  numbers  stu- 


dios never  reveal,  but  are 
commonly  used  as  rule-of- 
thumb  measures  of  success, 
the  results  seem  to  suggest 
scarcity  value  is  a financial 
factor. 

Of  the  2,380  films  given  a 
wide  US  release  (on  800  or 
more  screens)  in  the  decade 
to  the  end  of  1997,  only  75 
were  given  a G rating.  Walt 
Disney’s  main  label,  Buena 
Vista,  provided  23  of  those, 
with  Warner  Bros  a distant 
second  with  13. 

Sony,  which  came  close  to 
collapse  in  the  period  under 
scrutiny,  was  the  most  pro- 
lific studio,  with  a total 'of 
271  releases;  it  put  out  the 
most  R-rated  pictures  (137) 
and  made  only  four  with  the 
G rating. 

Since  1968,  Dove  says,  60 
per  cent  of  all  releases  have 
been  rated  R. 

Dick  Rolfe.  the  founda- 
tion’s chief  executive, 
has  sent  copies  of  the 
report  to  studio  executives 
and  mutual  fund  and  pen- 
sion fond  managers,  in  an 
effort  to  persuade  both 
groups  to  review  their  poli- 
cies "for  profit's  sake”. 

Average  gross  profit  from 
a G-rated  film  in  the  review 
period  was  $94m,  the  study 
says,  with  R movies  yielding 
only  Slim  apiece  and  PG 
products  about  S26m.  Gross 
profit  is  defined  as  the  stu- 
dios' estimated  revenues 
from  cinemas,  home  video, 


and  television  rights  minus 
production  and  promotion 
costs. 

According  to  the  data.  G 
and  PG  films  enjoyed  a 
come-back  between  1993  and 
1996.  as  the  number  of 
R-rated  releases  fell  to  a low 
of  99  m 1991.  but  the  tide 
turned  quickly,  and  the  tally 
of  films  unsuitable  for  fam- 


ily audiences  hit  a record  US 
in  1997. 

The  change  In  the  mix 
reflects  the  studios’  pursuit 
of  young  males,  the  most 
persistent  cinema-goers,  and 
their  response  to  the  early 
adoption  of  adult  tastes  by 
children  which  has  lately 
afflicted  toy  industry  sales. 

Effects-heavy  action  films. 


commonly  rated  PG-13  or 
PG,  are  widely  accepted  in 
the  marketplace  as  family 
viewing. 

Hie  Dove  Foundation,  sup- 
ported by  entertainment 
names  such  as  Steve  Allen 
and  Michael  Medved,  securi- 
ties executives  and  the  for- 
mer bead  coach  of  the  Dallas 
Cowboys,  acknowledges  this 


shift  with  a less  rigid  stance 
than  some  advocacy  groups. 

It  has  given  its  "family 
approved”  seal  to  several 
serious.  R-rated  films, 
including  Steven  Spielberg’s 
Schindler's  List  and  Saving 
Private  Ryan. 

“Moviegoers  are  not  cry- 
ing out  for  endless  sequels  of 
Rugrats  and  Babe,  ” says  Mr 


Rolfe.  who  rates  the  newly- 
released  Star  Trek:  Insurrec- 
tion (PG)  as  acceptable  fam- 
ily viewing: 

In  his  opinion  Frank 
Capra’s  It’s  a Wonderful  Life 
and  Alfred  Hitchcock's  North 
by  Northwest  bear  the  mark 
of  genius.  But  they  don’t 
make  them  like  that  any 
more. 


Mexico 
may  face 
dollar  peg 
pressure 

By  Henry  Tricks  in  Mexico  City 

Pressure  on  Mexico  to  adopt 
a fixed  exchange  rate  is  set 
to  mount  in  the  run-up  to 
next  year's  elections  after  a 
top  presidential  aspirant 
said  he  favoured  an  Argen- 
tina-style  currency  board. 

Vicente  Fox.  a Mexican 
state  governor  who  is  the. 
most  likely  presidential  can- 
didate for  the  pro-business 
National  Action  party 
(PAN),  said  be  recently  vis- 
ited Argentina  and  Hong 
Kong  to  analyse  their  cur- 
rency board  systems,  which 
fix  the  local  currency  to  the 
dollar.  "1  bave  a very  favour- 
able position  towards  cur- 
rency boards  and  I think 
they  could  be  very  interest- 
ing for  Mexico,”  he  said. 

Last  week,  Cartas  Gdmez  y 
Gdmez,  head  of  the  Mexican 
Bankers  Association,  threw 
the  weight  of  the  financial 
sector  behind  a fixed 
exchange  rate  and  eventual 
monetary  union  with  the  US. 
He  said  a move  that  way 
would  help  avert  crisis  at 
the  end  of  President  Ernesto 
Zedillo's  term  in  2000. 

The  government,  however, 
insists  it  has  no  plans  yet  to 
abandon  the  floating  peso, 
and  officials  fear  the  debate 
itself  could  promote 
exchange  rate  instability  if 
speculators  start  to  drive  the 
peso  lower  against  the  dol- 
lar, anticipating  it  would  be 
fixed  at  a lower  level. 

One  official  said  there  was 
"dose  to  zero  chance"  of  a 
currency  board  being  pro- 
posed by  Mr  Zedillo,  though 
he  left  open  the  possibility  in 
the  event  of  severe  market 
turmoil  in  the  run-up  to  the 
elections  next  year.  Speak- 
ing at  the  World  Economic 
Forum.  Jos§  Angel  Gurria. 
finance  minister,  was  quoted 
as  saying  dollarisation  was 
not  on  the  agenda  "in  the 
foreseeable  future”. 

The  government's  main 
argument  against  a fixed 
currency  is  that  it  reduces 
the  tools  available  to  fight 
external  shocks.  It  would 
also  be  likely  to  stir  strong 
resistance  in  Congress  if  it 
was  perceived  as  threatening 
national  sovereignty. 


Europeans  burn  fingers  on  films 


By  Christopher  PflikM 
in  Los  Angelas 

European  insurance  compa- 
nies and  brokers  face  heavy 
lasses  from  a fumbled  three- 
year  foray  into  financing 
independent  film,,  according 
to  Hollywood  cinema  and 
insurance  industry  execu* 
fives.  The  cost  to  the  mainly 
British  Insurers  involved  in 
the  gamble  could  reach 
Siuom  this  year,  the  execu- 
tives say. 

More  pain  will  follow  as 
claims  mount  in  a protracted 
shake-out  expected  to  stem 
the  flow  of  funding  to 
unknowns  hoping  to  produce 
liits  such  as  The  Full  Monty. 

"The  chickens  are  coming 
home  to  roost,"  said  Lorey 
Hoffman,  a senior  vice-presi- 
dent with  Aon.  the  US  insur- 
ance services  group.  “They 
are  not  the  first  people  who 
have  come  bo  this  town  and 
got  their  fingers  burnt," 


CE  Heath,  the  British  inde- 
pendent insurance  broker, 
Lloyds  syndicates  and  some 
French  insurers  have  been 
involved  in  the  maze  of  new 
film  financing  techniques 
which  has  evolved  in  the 
past  few  years,  with  the 
revival  of  dnema's  popular- 
ity. 

Their  expected  losses, 
which  some  say  could  con- 
tinue for  another  five  years 
as  multiple-film  deals  wind 
down,  originate  in  their 
heavy  involvement  since 
1996  In  “gap  finance".  This  is 
a way,  first  developed  by 
banks,  for  cash-strapped  film 
makers  to  obtain  loans. 

At  the  outset,  earlier  this 
decade,  banks  readily  gave 
loans  to  producers  or  direc- 
tors who  came  to  them  with 
distribution  contracts  or 
other  guarantees . covering 
about  90  per  cent  of  their 
budgets.  The  loans,  pro- 
tected by  insurance,  would 


be  enough  to  cover  the  10 
per  cent  “gap". 

In  the  interim,  competition 
between  banks  and  insurers 
looking  for  lucrative  "special 
risk"  business  has  widened 
the  gap  further. 

in  the  worst  cases,  insur- 
ers bave  covered  gaps  of  up 
to  80  per  cent  of  a film's  bud- 
get, according  to  Mr  Hoff- 
man. Although  premiums 
were  expensive,  ranging  up 
to  14  per  cent  of  the  sums 
insured,  the  policies  proved 
to  he  “inadequately  priced", 
he  said. 

Mr  Hoffman,  who  bad  ear- 
lier told  a UCLA  Law  School 
conference  to  expect  a sharp 
contraction  in  the  number  of 
independent  films  made, 
said  the  insurers’  main  mis- 
take was  to  ignore  the  laws 
of  supply  and  demand  in  the 
market  for  movies  that 
mostly  cost  $5m  or  less  to 
make. 

Under  their  influence,  he 


said,  the  number  of  films 
produced  annually  outside 
the  main  studio  circuit  had 
grown  as  much  as  25  per 
cent  since  1995. 

Despite  the  growing  popu- 
larity of  the  cinema  and  the 
opening  of  new  markets, 
there  was  limited  screen 
space  for  low-budget  films, 
especially  in  Large  markets 
such  as  the  US.  As  a result 
only  5-10  per  cent  of  indepen- 
dent productions  gained 
wide  distribution. 

Peter  Hoffman,  president 
of  Seven  Arts  and  a long- 
time champion  of  indepen- 
dent film,  told  the  confer- 
ence there  was  no  need  to 
feel  sorry  for  insurers.  “They 
are  swimming  in  cash  and 
need  to  take  risks  to  look 
more  like  insurance  compa- 
nies than  investment  compa- 
nies,’' he  said. 

“But  it  wont  look  good  for 
any  of  us  if  it  all  goes 
wrong.” 


CANADIAN  POLITICS  GOVERNMENT. FLUSH  WITH  CASH  AND  NO  PROMISES  TO  KEEP 


Ottawa’s  Liberals  look 
forward  to  easy  ride 


By  Edwwd  Aided  ta  Toronto 


Jean  ChTOticn,  the  Canadian 
prime  minister  who  cele- 
brated his-65th  birthday-test 
month,  recently  joked  that 
be  would  retire  when  a cer- 
tain portly. reporter  in  Ott- 
awa's press  gallery  could 
tail  him  in  a race  up  the 
House  of  Commons’  steps. 
The  reporter  declined. 

The  quip  nicely  illustrates 
the  position  of  Mr  Chretien’s 
Liberal  party,  midway 
through  its  second  term  of 
officer  ageing  a bit,  hut- still 
cocky  and  with  no  serious 
challengers  in-sight 

As  Canada’s  parliament 
reconvenes  today,  life  could 
scarcely  look  better  for  a 
Libera!  in  Ottawa.  . 

The  most  recent  survey  by 
Angus  Reid,  the  pollster, 
slums  the.  Liberals  enjoy  the 
support  of  45  per  cent  of 
Canadian  voters.  While  this 
iS  nnt  an  overwhelming 
I'tiriurKcraont,  the  nearest 
Imposition  parties.  Reform 
and  Progressive  Conserva- 
tive. i«ch  capture  a mere  25 : 
per  cent  support. 

The  government  has  built. 
a ft jh%u  surplus  of  between 
CST.-’din  and  CSIObn 
Mm.)  over  the  last 


year,  and  the  budget  to  be 
handed  down  this  month 
will  feature  new  spending  on 
health  care  and  some  tax 
. reductions. 

The  most  remarkable 
thing  about  Mr  Chretien’s 
Liberals  has  been  their  abil- 
ity to  transform  the  relation- 
ship between  Canadians  and 
their  government,  while  gen- 
erating little  or  no  sustained 
opposition. 

Since  coming  to  office  in 
1993,  the  Chrttien  govern- 
ment. which  inherited  a 
C$42bn  annual  budget  defi- 
cit, has  cut  public  spending 
to  its  lowest  real  level  since 
the  end  of  the  second  world 
war.  It  has  also  Increased 
tax  revenues  foster  than  any 
other  industrialised  country, 
mostly  through  such  invisi- 
ble nwwnis  as  permitting  only 
partial  indexation  of  per- 
sonal taxes,  which  has 
pMditfri  rymny  Canadians  into 

higher  tax  brackets. 

While  such  initiatives 
coukl  have  been  expected  to 
draw  intense  opposition, 
they  law  been  supported  by 
most  .Canadians  as  the 
unpleasant,  but  necessary, 
remedies  for  years  of  budget 
deficits  that  had  pushed 
Canada’s  accumulated  debt 


to  almost  C$600bn. 

The  opposition  parties, 
unable  to  move  public  opin- 
ion against  the  Liberals’  eco- 
nomic programme,  have 
been  reduced  to  chipping 
away  at  the  government 
over  a safes  of  minor  scan- 
dals that  hare  quickly  been 
forgotten. 

Reform,  the  official  opposi- 
tion, is  currently  preoccu- 
pied with  convincing  the 
Conservatives  to  unite  into  a 
single  party  to  fight  the  next 
election.  But  the  “United 
Alternative"  initiative  is 
likely  to  foil  because  of  ideo- 
logical differences  between 
old  Tory  Conservatives  and 
the  more  radical  right 
Reformers. 

. With  a floundering  opposi- 
tion. the  rest  of  the  liberals’ 
second  term  looks  set  to  be 
easier  still.  The  government 
js  flash  with  cadi  and  has 
no  political  promises  to 
keep.  “Nobody's  going  to 
lambaste  them  for  not  fulfill- 
ing their  obligations  because 
they  don’t  really  have  any." 
says  Alan  Alesandroff  of 
LECG.  a Toronto  consulting 
firm.  • 

Paul  Martin,  finanrp  min- 
ister, wants  this  year's  bud- 
get to  be  remembered  as  the 


Chretien:  Joking 


"health  care  budget".  After 
Eve  years  of  cutting  annual 
health  spending,  he  is  set  to 
restore  CSlbn-CS2.5bn  in 
funding,  provided  the  prov- 
inces agree  to  spend  the 
money  on  critical  items  such 
as  reducing  waiting  lists  for 
surgery. 

If  the  Canadian  economy 
remains  healthy  in  1999, 
most  observers  expect  the 
2000  budget  will  be  the  "tax 
budget",  with  the  Liberals 
finally  making  substantial 
cuts  to  the  country’s  high 
personal  income  taxes. 

With  at  least  two.  good 
news  budgets  behind  them, 
the  Liberals  would  be  well 
placed  to  call  an  election  any 
time  they  chose.  At  this 
point,  the  outcome  does  not 
look  much  in  doubt 
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South  Korea 
warned  on 
complacency 


By  Peter  Btoirta^xm,  Asia 
Editor,  in  Washington 

South  Korea  risks  becoming 
complacent  about  the  degree 
to  which  it  has  overcome 
last  year’s  economic  crisis 
and  it  is  still  too  early  to 
declare  victory  in  the  battle 
to  achieve  a sustainable 
recovery,  a senior  Interna- 
tional Monetary  Fund  offi- 
cial warned  at  the  weekend. 

The  crucial  restructuring 
of  Korea's  large  corporations 
has  only  just  begun,  said 
Hubert  Neiss,  the  IMF’s 
Asia-Pacific  Director  In  an 
interview.  "Korea  stQl  has  a 
difficult  period  ahead.” 

His  remarks  amount  to  a 
dash  of  cold  water  on  finan- 
cial market  euphoria  that 
made  Seoul's  stock  market 
one  of  the  best-performing  in 
the  world  last  year  and  led 
credit  rating  agencies  to 
begin  restoring  investment 
grade  status  to  its  foreign 
debt 

But  they  echo  the  con- 
cerns of  private  sector  econ- 
omists in  Seoul  who  have 
begun  to  worry  that  the 
improved  mood  may  cause 
the  government  to  drag  its 
feet  on  the  most  difficult 
decisions  in  the  politically 
sensitive  area  of  corporate 
reform. 

The  restructuring  of  the 
corporate  sector  must  go 
deeper  rban  the  initial  deals 
between  large  chaebol  con- 
glomerates, Mr  Neiss  said. 
They  have  parcelled  out  spe- 
cialisations in  leading  sec- 
tors such  as  cars  and  elec- 
tronics to  give  each 
company  greater  focus  but 
not  yet  agreed  to  close  down 
the  surplus  capacity  that  has 
plagued  the  Korean  econ- 
omy. 

These  corporations  are 
heavily  indebted  to  banks, 
which,  under  the  new  finan- 
cial regulatory  environment, 
have  become  much  more 
powerful  in  their  ability  to 
insist  on  stronger  balance 
sheets.  In  the  process  of 
reducing  their  debts,  the 
chaebol  should  eliminate 


duplication  and  dose  capac- 
ity in  a process  that  could 
still  take  a couple  of  years, 
be  sai  d. 

However,  the  debt' work- 
outs win  also  prove  costly 
for  the  banking  sector, 
which  wfll  require  yet  more 
injections  of  capital,  he  said. 
Only  when  the  process  is 
completed  will  Korea  be  able 
to  boast  a “self-sustaining” 
recovery- 

unemployment  in  Korea,  a 
sensitive  political  indicator, 
has  stabilised  at  around  7 
per  cent,  a "high  but  by  no 
tii  pans  catastrophic”  level, 
he  added.  It  should  not  rise 
further  but  would  remain 
high  for  some  time 

While  Asia  has  made  great 
strides  towards  dealing  with 
its  problems,  Mr  Neiss  said 
he  remained  concerned  that 
regional  recovery  could  be 
derailed  by  a fresh  crisis  in 
Indonesia  or  by  continued 
recession  in  Japan. 

"The  external  position  [in 
Indonesia]  is  obviously  vul- 
nerable especially  in  the 
coming  (pre-election]  period 
because  we  couldn’t  expect  a 
large  reflow  of  private 
money  of  the  sort  that  is  tak- 
ing place  in  Korea,"  he  said. 
"Therefore  Bank  Indonesia 
will  have  to  continue  its  pol- 
icy of  keeping  monetary  pol- 
icy firm.” 

Mr  Neiss  dismissed  criti- 
cisms in  financial  markets 
that  the  country's  proposed 
bank  restructuring  was  too 
costly  at  a price  of  some  30 
per  cent  of  gross  domestic 
product,  and  that  it  allowed 
for  the  survival  of  too  many 
banks.  “Bank  restructuring 
is  expensive.  Everybody 
knows  that,”  he  said.  But 
the  immediate  cost  to  the 
government  was  the  interest 
on  bonds  issued  to  recapital- 
ise the  system. 

One  Asian  country,  which 
had  come  through  the  crisis 
well  but  received  little 
credit,  was  the  Philippines, 
he  said.  It  was  the  only 
country  In  south-east  Asia  to 
show  positive  growth  last 
year. 


New  web  music  search  facility  unveiled 


By  Afice  RawstfMm 


Lycos,  one  of  the  most 
popular  internet  search 
engines,  wfil  today  unveil 
plans  to  launch  MP3  Search, 
a specialist  search  facility 
designed  to  make  it  easier 
for  consumers  to  find  MP3 
files,  the  compressed  sound 
files  on  which  music  is 
stored  on  the  internet 

Downloading  songs  from 
the  internet  of  MP3  files  is 
becoming  inmnnsingly  popu- 
lar, particularly  among  teen- 
agers, as  an  alternative  to 
buying  music  on  compact 
disc,  or  listening  to  it  on  the 
radio. 

Once  the  files  are  down- 
loaded on  to  a computer 
hard  disk,  they  can  be  trans- 
ferred on  to  portable  players, 
or  e-mailed  to  friends'  com- 
puters. 

Lycos  says  MP3  files  are 
among  the  five  most 
requested  internet  services. 
Scores  of  sites  specialise  in 


Launch  could  fai1”  controversy  in  the  music  Industry  as  most  MP3  fflts  contain  mauthoriaod  copies 
of  copyrighted  music  by  artiste  such  as  Robbie  WHfianw  (left}  and  Lauryn  Hffl  Rautas 


finding  them,  but  MP3 
Search  will  be  linked  to 
more  than  500,000  files 
which,  according  to  Lycos,  is 
ten  times  more  than  its  clos- 
est competitor. 

As  the  last  independently- 


owned  large  search  engine, 
Lycos  is  keen  to  make  its 
product  more  attractive  than 
those  of  its  rivals,  such  as 
AOL  and  Yahoo! 

However,  the  launch  could 
cause  controversy  in  the 


music  industry  as  the  vast 
majority  of  MP3  files  contain 
unauthorised  copies  of  copy- 
righted music  by  established 
acts,  such  as  Lauryn  Hill 
and  Robbie  Williams. 

These  pirate  files  have 


been  posted  on  the  Internet 
without  the  consent  of  the 
artist,  their  record  company 
or  music  publisher. 

Some  MP3  files  contain 
legal  copies  of  non-copy- 
righted  material  by  artists 
without  recording  contracts, 
mostly  obscure,  young  musi- 
cians, or  veterans  who  have 
been  dropped  by  their  record 
labels. 

A growing  number  of  art- 
ists established  are  expected 
to  handle  their  own  distribu- 
tion over  the  internet  In 
future,  but  so  for  Public 
Enemy,  the  critically-ac- 
claimed US  rap  band,  is  the 
only  one  to  do  so. 

At  present,  by  for  the  most 
popular  MP3  files  are  pirated 
ones  containing  copyrighted 
music  by  chart-topping  acts. 

Lycos  has  "no  Idea 
whether  or  not  the  files  on 
MP3  Search  contain  copy- 
righted material,  nor  do 
we  have  the  resources 
to  find  out,"  according  to 


Brian  Kalinowski.  product 
manager. 

Record  companies  could 
argue  that,  if  MP3  Search, 
developed  jointly  with  Fast 
& Search  Transfer,  a Norwe- 
gian internet  services  com- 
pany. helps  the  public  to 
access- pirated  versions  of 
music  on  MF3  files,  it  will, 
albeit  unintentionally,  be 
fostering  piracy. 

Last  autumn,  the  Record- 
ing Industry  Association  of 
America  fRIAA)  marshalled 
a similar  argument  when  it 

took  legal  action  to  stop  Dia- 
mond Multimedia,  a US  elec- 
tronics company,  from 
distributing  the  Rio,  a porta- 
ble MP3  player.  - 

The  RIAA  lost  that  case, 
but.has  pledged  to  take  legal 
action  again  to  prevent  the 
spread  of  MP3  piracy-  It  said 
it  would  reserve  judgment 
on  MP3  Search  until  Lycos 
makes  the  announcement 
today,  and  it  has  examined 
the  product 


US  and  Europe  fuel 
global  PC  demand 


By  Pant  Taylor 


Strong  growth  of  15  per  cent 
in  the  worldwide  personal 
computer  market  in  1998  was 
led  by  demand  in  the  US  and 
Europe  and  fuelled  by  the 
internet,  according  to  pre- 
liminary figures  from  Data- 
quest,  the  market  research 
firm. 

The  US  and  European  PC 
markets  accounted  for 
nearly  65  per  cent  of  PC 
shipments  In  1988. 

"Affordability  and  growing 
relevance  of  internet  content 
is  sustaining  double-digit  PC 
growth  in  the  US,"  said  Bill 
Schaub,  vice-president  for 
Dataquest’s  Personal  Com- 
puting and  Peripherals 
group.  _ 

"Dataquest’s  latest  survey 
suggests  that  as  many  as  37 
per  cent  of  US  households 
are  now  connected  to  the 
internet” 

Compaq  Computer,  the 
second  largest  computer 
group  in  the  world  after 
International  Business 
Machines,  continued  to  lead 
the  worldwide  PC  industry 
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with  nearly  14  per  cent  mar- 
ket share  in  1998. 

IBM  held  on  to  the  number 
two  position  but  Dell  Com- 
puter, the  direct  sales  pio- 
neer, continued  to  dose  the 
gap  between  itself  and  the 
two  martep*  leaders. 

Dell’s  worldwide  sales 
grew  by  65  per  cent  last 
year. 

Hewlett-Packard,  focusing 
on  margins,  finished  the 


year  strongly  with  25£  per 
cent  growth  in  1998. 

Dell  and  Gateway,  which 
both  sell  PCs  direct  to  end- 
users  missing  out  resellers, 
posted  tin*  strangest  Increase 
In  the  US  last  year,  with 
growth  rates  of  61  per  cent 
and  38  per  cent,  respectively. 

“Dell  has  now  posted  13 
consecutive  quarters  of  50 
per  cent-plus  growth."  said 
Mr  Schaub. 


Accelerate  your  company's 
financial  training 
to  enhance  your 


. business  performance 
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'tlNANCIAL  SKILLS  Series 

; Bjesf  Practice  Interactive  Business  Training 
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In  today's  business  environment  where  time  is  limited 
and  the  pressure  to  deliver  Improved  results  is  aH 
important,  managers  at  ad  levels  must  be  financially  astute. 

In  achieving  this,  traditional  methods  of  training  can  be 
inflexible,  cosHy  and  time  consuming.  The  Financial  Skills 
Series  is  designed  to  enhance  financial  awareness  and 
managerial  business  skills  whfet  offering  flexMrty  of  study  and 
a cast  effective  solution  to  your  training  needs. 

Available  as  a comprehensive  flnoTdd  training  CD-ROM 
package,  the  equivalent  af  a 4-day  training  seminar,  the 
Financial  Skills  Series  consists  of  three  courses  that  are  also 
available  separately: 

1.  FINANCIAL  FUNDAMENTALS 
2.  OPERATIONAL  ANALYSIS 
3.  STRATEGIC  ANALYSIS 


MANAGEMENT 
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This  easy  to  use  step-by-step  training  programme  is  of 
. practical  use  to  aB  levels  and  types  of  managers;  both 
non-finandd  and  financial  orientated,  providing  on-going 
assessment  of  skills  before,  during  and  after  each  course. 

The  Recognition  of  Major  Companies 

The  Financial  SkBs  Series  is  an  authorised  version  of  the 
highly  successful  InteDetis  Finance  series  which  has  more 
then  30,000  uses  world-wide  and  has  been  adapted  by 
many  leading  companies: 

■ BOC  “ British  "Telecom  ■ Cadbury  Schweppes  * Cap  Gemini 

• Chevron  * Delottte  & louche  * Digital  - GKN  Westland 

• Gkmo  WtOcome  - Heinelccn  ■ Hewlett  Pochard 

• IBM  - ia  • ICL  • Oracle -PepsiCo  • Philips 

• PNI  * Shell  International  * Thom  Group 

• UK  tost  Office  ■ Unilever  • Whirlpool  - Zeneca 


CALL  OR  SEND  FOR  YOUR  FREE  DEMONSTRATION  DISK  NOW 

r~ n 


Financial  Time--.  Mcnogcncnt  Customer  Scr-ic:-,  Department  on  O T "7  04  5 08080 

0r  compete  th.s  co-JD.jn  u:-ci  ‘ .n  an  Mr.-rxx-  ad cim-eci  to.  Financial  T.nvn  Management 

(Dept.  CS.i,  FREEPOST,  Slaidburn  Crescent,  Fyldc  Road.  Soathporf  PR?  ?BR  * 
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Laggards 
on  Y2K 
to  be 
spared 

By  George  Graham  hi  London 


A group  of  the  world's 
leading  financial  Institutions 
has  decided  not  to  publish 
its  assessment  of  which 
countries  have  done  enough 
to  prepare  their  computer 
systems  for  the  year  2000. 

Global  2000,  which  groups 
250  of  the  world's  biggest 
banks,  insurance  companies 
and  securities  companies, 
had  initially  planned  to  issue 
public  ratings  of  each  coun- 
try's readiness  for  the  mil- 
lennium bomb,  which  threat- 
ens to  jam  computers  which 
record  only  the  last  two  dig- 
its of  each  year. 

The  group  has  been  strug- 
gling to  raise  the  alarm  in 
countries  which  have  not  yet 
woken  up  to  the  complexity 
of  the  problems  raised  by  the 
millennium  bomb.  Last 
month  it  warned  that  “there 
is  no  prospect  of  the  Tear 
2000  problem  being  solved" 
in  Russia.  Many  banks 
believed  the  threat  of  a pub- 
lic rating  was  needed  to  goad 
some  countries  into  action. 

Bat  the  group  decided  on 
Friday  that  publishing  its 
own  assessments  could  be 
counter-productive  because 
it  might  discourage  some 
countries  from  co-operating 
with  it  in  disseminating 
information  about  their  mil- 
lennium testing  plans. 

Some  central  banks  have 
also  warned  the  group  that  a 
negative  public  rating  could 
add  to  the  financial  instabil- 
ity of  some  emerging  mar- 
kets, notably  in  Latin  Amer- 
ica, which  are  already  in 
difficulty  because  investors 
are  withdrawing  capital 

"What  we  really  needed 
was  the  Information.  The 
danger  of  publishing  ratings 
was  that  it  could  prejudice 
what  we  wanted  to  achieve, 
which  Is  to  get  countries  to 
get  up  to  pace.”  said  Tim 
Shepheard-Walwyn,  Global 
2000’s  chairman. 

Global  2000  continues  to 
encourage  governments  to 
provide  detailed  information 
about  the  readiness  of  criti- 
cal sectors  such  as  telecom- 
munications, transport  and 
utilities.  It  has  already 
pasted  assessments  of  Swit- 
zerland, the  Netherlands  and 
the  US  on  its  web  site 
(www.global2k.com) . 


Baghdad 
attacks 
move  to 
review 
UN  ties 

By  Route  Khataf  to  London 


US  and  British  aircraft 
yesterday  attacked  targets  in 
Iraq’s  southern  and  northern 
no-fly  zones  as  Baghdad  crit- 
icised a United  Nations  Secu- 
rity Council  decision  to  set 
up  three  panels  to  review 
important  aspects  of  UN- 
Iraqi  relations. 

The  US  military  said  US 
and  British  aircraft  attacked 
an  Iraqi  communications  sta- 
tion in  Talfi,  some  270km 
south-east  of  Baghdad,  and  a 
radio  relay  station  in  A1 
Aina  rah,  about  190km  south- 
east of  the  capital.  The 
attacks  were  provoked  after 
an  Iraqi  MiG23  flew  into  the 
zone,  set  up  to  exclude  Iraqi 
aircraft  and  protect  the  Shia 
population. 

The  US  military,  which 
has  been  given  expanded 
rules  of  engagement,  said 
the  attack  would  impair 
Iraq's  ability  to  send  its  air- 
craft into  the  no-fly  zones. 

The  US  Air  Force  at  the 
Indriik  base  in  Turkey  said 
yesterday  that  US  aircraft 
fired  a missile  at  a radar  site 
north  of  the  dty  of  Mosul  in 
the  northern  no-fly  zone.  In 
a previous  incident  on  Satur- 
day, US  aircraft  struck  six 
Iraqi  air  defence  sites 
around  Mosul 

Yesterday's  clashes  over 
the  no-fly  zones  came  as 
Baghdad  criticised  the  UN 
Security  Council’s  weekend 
decision  to  organise  three 
panels  to  assess  disarma- 
ment work,  the  conditions  of 
Iraqis  under  the  eight-year 
UN  sanctions  and  the 
accounting  of  missing 
Kuwaitis  taken  hostage  dur- 
ing Iraq's  1990  invasion  of  its 
neighbour. 

The  UN  decision  was  the 
first  concrete  step  taken  by 
the  Security  Council  since 
last  December’s  four-day  US 
and  British  air  raids  on  Iraq. 
“The  work  of  the  three  pan- 
els... will  take  months  and 
will  mean  nothing  but  pro- 
crastination and  iwaintfiin- 
ing  the  unjust  embargo  on 
Iraq,”  said  an  Iraqi  spokes- 
man after  a top-level  meet- 
ing chaired  by  President 
Kaririam  Hussein. 

Iraq  complained  that  It 
had  not  been  consulted  on 
the  move.  "Baghdad  has  not 
been  consulted  on  setting  up 
these  panels,  therefore  such 
a measure  does  not  mean 
anything  to  us,"  the  spokes- 
man added.  The  Security 
Council  has  been  deeply 
divided  over  Iraqi  policy 
since  the  US  and  British 
bombings.  While  France, 
Russia  and  China  want  a lift- 
ing of  the  oQ  embargo,  the 
US  and  UK  are  opposed  to 
such  a move  but  agree  that 
measures  must  be  taken  to 
alleviate  the  suffering  of  the 
Iraqi  people.  The  decision  to 
set  up  three  panels  may  .do 
nothing  to  bridge  these  dif- 
ferences, but  it  will  buy 
members  of  the  Security 
Council  some  time  and  will 
clarify  the  effects  of  sanc- 
tions and  the  remaining 
work  needed  to  be  done  on 
disarmament 
A main  point  of  contention 
in  Security  Council  discus- 
sions in  recent  weeks  has 
been  the  fete  of  Unscom,  tHfe 
UN  special  commission 
charged  with  Iraqi  disarma- 
ment. Iraq  hag  «rifl  Unscom 
would  not  be  allowed  back 
into  the  country  omTeoa  sanc- 
tions were  lifted.  Russia, 
which  backs  the  Iraqi  posi- 
tion that  Unscom  is  biased, 
wants  to  see  the  commission 
abolished,  while  the  US  is 
pushing  for  it  to  continue 
playing  a role  in  Iraq. 


NEWS  DIGEST 


CHAR^AG^ST  EX-DEPUTY  PM 

Malaysian  judge  refuses 
to  dismiss  Anwar  case 

A Malaysian  high  court  judge  has  declined  to  dismiss 
charges  against  Anwar  Ibrahim,  the  sacked  deputy  prime 
minister.  Judge  Augustine  Paul  tided  that  Mr  Anwar  must 
cfefend  himself  against  prosecution  charges  that,  as  dep- 
uty prime  minister,  he  abused  his  powers  to  cover  up 
alleged  sexual  misdeeds. 

"After  having  considered  tin  evidence  relevant  to  the 
charges,  I find  that  the  prosecution  has  made  up  a case 
against  the  accused,”  Mr  Paul  said. 

Defence  lawyers  said  Mr  Anwar  would  take  the  stand  to 
defend  himself  and  they  would  move  now  to  interview 
Mahathir  Mohamad,  prime  minister,  as  a possible  witness. 
SheBa  McNulty,  Kuala  Lumpur 

HONG  KONG  AIRPORT 


Legal  advice  sought  on  action 

Hong  Kong's  Airport  Authority  said  yesterday  that  it  was 
seeking  legal  advice  an  possible  action  against  airport  offi- 
cials who  have  been  reprimanded  In  inquiries  Into  the  air- 
port’s chaotic  opening  In  Juty  last  year. 

The  comments  followed  the  publication  of  the  third  of 
the  inquiries  into  the  airport's  inauguration  during  which 
flights  were  delayed,  luggage  was  mtsrouted  and  airport 
toilets  ran  out  of  water. 

The  most  recent  report  was  released  at  the  weekend  by 
Hong  Kong's  ombudsman,  Andrew  So,  who  broadly 
sounded  the  same  themes  as  the  earlier  reports,  blaming 
poor  communication  between  the  Airport  Authority's  senior 
management  and  the  government'  Hong  Kong's  main  air 
cargo  operator,  Hong  Kong  Air  Cargo  Terminals  Limited, 
was  also  criticised  for  being  over-confident  about  its  abffity 
to  start  on  the  opening  date  of  July  6.  The  airport  authority 
yesterday  said  it  would  set  up  a working  group  to  consider 
the  findings.  Rahul  Jacob,  Hong  Kong 


US  TIE^WTTH  INDIA_ 

Hopes  for  ‘new  relationship1 

Senior  Indian  aid  US  officials  yesterday  spoke  positively 
of  "laying  the  foundation  for  a new  relationship"  after  an 
eighth  round  of  bilateral  talks,  initially  prompted  by  US 
concern  over  India's  nuclear  tests  in  May.  But  while  both 
Strobe  Talbott,  US  deputy  secretary  of  state,  and  Jaswant 
Singh,  India's  foreign  minister,  expressed  “satisfaction" 
over  the  three-day  talks  in  a joint  statement,  no  specific 
steps  were  announced  on  nudear  non-proliferation 
issues, Including  the  US  desire  to  see  India  eventually 
accede  to  the  Comprehensive  Test  Ban  Treaty  (CTBT). 

Instead,  and  underlining  an  increasingly  positive  spirit  to 
the  talks,  the  two  sides  stressed  that  expert  teams  would 
meet  again  in  March,  with  top-levei  talks  resuming  later 
this  year. 

After  the  discussions,  which  embrace  the  CTBT,  Indian 
nudear  export  controls,. fissSe  material  production  and 
India's  post-nuclear  "defence  posture",  both  sides  noted 
they  had  spilled  into  an  unscheduled  third  day  - “the 
length  of  time  devoted  to  these  talks  is  unprecedented  in 
US-Indism  relations".  Mark  Nicholson,  New  Delhi 


PRIVATE  ENTERPRISE  IN  CHINA 


Move  to  improve  standing 

China  is  set  to  elevate  the  official  standing  of  private 
enterprise  and  the  "rule  of  law"  at  an  annual  parliament 
session  in  March,  raising  the  possibility  of  more  favourable 
treatment  for  a private  sector  that  is  dynamic  and  yet  still 
hampered  by  government  amdvatanoe- 

The  central  committee  of  the  Communist  party  has 
drafted  amendments  to  the  constitution  which  say  that  the 
private  and  non-state  sectors  are  an  “important  compo- 
nent" of  the  socialist  economy  under  state  ownership,  the 
official  Xinhua  news  agency  said.  The  current  constitution 
describes  private  enterprise  as  merely  “complementing" 
the  sodafist  economy  undo-  state  ownership. 

Subtle  semantic  shifts  have  often  presaged  great 
changes.  The  amendment,  which  is  expected  to  be 
adopted  by  the  National  People's  Congress,  may  help  to 
redress  the  preference  accorded  to  the  ailing  and  ineffi- 
cient state  sector.  James  Kynge,  Beijing 

PAKISTAN’S  PARIS  CLUB  LOAN 


$3.3bn  debt  to  be  rescheduled 

The  Parte  Club  of  official  creditors  has  agreed  to  resched- 
ule  about  $3.3bn  of  Pakistan's  foreign  debt,  giving  it  a 
breathing  spate  to  reform  its  battered  economy,  senior 
government  officiate  said  at  the  weekend.  Ishaq  Dar,  the 
finance  minister,  ted  a delegation  to  Paris  last  week  far 
5™  western  creditors.  The  Associated 

?!. ^ “ffic*91  news  agency,  quoted 
nlSf, sa^9  th®*?he  Pa^s  CIub  fted  renegotiated  pay- 
mente  on  “the  most  concessional  terms  ever  given  to  a 
country  . 

offic*ala  “W  that  the  rescheduled  debt 

JStSrfSiSl  1°  2!f',!oans  about  committed  by 
"^stern  “***?  to  Pakistan.  They  said  the  Paris  Club  had 
^S^urm0  period  on  repayments  of 

toe  Prime  mln,stw'  ortered  at 

cf  military  courts  across  toe  country 
to  combat  lawlessness.  Fartian  Bokhan.  Islamabad 


tf6 


■IK 


•t’N 


i: 

,rct’ 

fciwi" 


» * 


? ) 


'IXv  . 

• * > - v. 


- 


' :4Y  1 


WHjARV  t 


FINANCIAL  TIMES  MONDAY  FEBRUARY  1 1999 


us  puts  emphasis  on  liberalising  markets 

Ru  Gmf  Tin  lAVWHiiM6  m ritetfM  artalira  urrrhU  4raf4a  Hnn  tn  rammn  lMtomoHnrt  nnoll  nfkn*  nmiwfnnMf  mh  lim  TIC  &..J.  4 *1.1-  « az 


WORLD  ECONOMIC  FORUM 


K nlm-x*  *k*._  pin, i 

Sf'-" 

pft  S;i^41ilHt»Vrr  iVfft! 

Tf  VP>  5butrh 

ftuilY  "Mii:  r.,  } 

fiTrittWH  .« 

wesiuT. 

tttp*  nwi 

ffifMM  irfa|/.(;i  ,,i 

lit  it 

aJtittttfttfcifeil'v  t* 

tvftacr-  -; 

lllfump.  I ft*  I,*nWj. 

«iln  AMwitKt,4\  ,* 
tWAA)  "■wr*fa||M| 

T oUtAiitirni  *iuu  it 
«rtVMtirs<t<|i>  fit*. 
Kmwwti^4»r\  1’>>V 

VrtmjMirty  if.ftn 

WNf  IN  Hi** " a jkiii  * 
fhW 

IAA  lout  that 
*«*l»*-j*«  «**»-  liiatl 
Nrtn  ptvvir.i  sfw 

i MPa  jpwthv  l«  -did 
I MMtrvv  jifdFi: rami' 
8wth  WHIl  Lt«* 
N WHwnrrau'ni’  " 

Uft.&.tMb  «*haiHiflri] 

0X  ~ ■ ■ 


0 


emerge 


s 'M  over  reform 


viuses 


M Ul  dHrrun 
&M'4ftpufr  •pn'tvF 
I M*  jN^^f 
IKfltf  d»  »w^v. 
ItottJWriiJfi 


. **■  to* 

UP  A j.~.\fer 


M*  «<W  i* *V.  <j,. 
jfSUvww- . 


it  action 

******  ***•.; 
mi***  ;m 


- ir.it  ,-M  Ot«\  l‘s 

..ml 

- lip  *.!h-  l IT! 
•■Milii-.  With  {.Hit 
«*.;  fiami-s  ili.!  !i..t 
■IS! Rili  il  h\  -.mi 
Mill*-. 

.llilJI  • 

tif  C'.nn.iL'!  %■■ . -i*-, 

- IttkiVtUVk  tic-.,. 

«.’«  i:l  list-  . 
sai>1  unit  '•  • ;o. 
be  pr-it-v  .;i 

x dt’wu*  sj>  r. 
p#Ke  tir.iSC  :-  - 

a of  &!;'.:!!«•  .... 
.luih  Mi’.’.  i> 

•Mil  j*  h :--r.  . ... 

■■■  ... 

u»  own  “p ' 

upusI-Tt  Ul 
(U1^.  tilt*  ! 

■a  I'.r.iMk  u'. 

Uimat  ••<■■;  • • ■ 

;la  ■ 
Vlllapcr:  « ' • 

JV3y.1l;*  ?<■  M: 

pH'i’U.'  ■,*' 

**  «ki>4  oh.:!  :• 

r H«s  • 

ttV’W  f.»  \ ■■  •' 

Ml*»!  Til-'1'  •■ 
i 

**  Fhlfrr  -**!•! • in-- 
#*«*»*  • ' 

.'MW  £<“."• 

>4  ••■i  • 

X*  »■«.:- 

•trait-- >--,  ■ ' 

S 1"  1 ' 

: • 

rp m;.  K * 

WVtH-!  ' 

hi-*: 

d ’•*-  *■■ 
urant  »• 

*V,r'r‘  -rr- 

nr*  it?  v> 

«,tng 

: 4 «pc.*l  r.  !*..;• 

tod  It-  «*»  1 •- 


HH  MOTill*  v 


■44N»-«^nt 


ThJ  Pv 


IES! 


t; 


1 


{crisis 

Ibrattar 


HIM' 

* «*-  ‘ 


WCfRLD 
ECONOMIC 
FORUM 


By  Robert  Chois, 

Gooaomtes  Editor,  to  Dawn 

Global  efforts  to  reform  the 
architecture  or  the  interna- 
tional financial  system  are 
being  hampered  by  differ- 
ences of  opinion  about  both 
the  broad  approach  and  the 
details  of  specific  proposals, 
senior  policymakers  indi- 
cated at  the  World  Economic 
Forum. 

Finance  ministers  from 
the  Group  of  Seven  leading 
industrial  nations  meet  in 
Bonn  in  three  weeks,  con- 
scious that  they  need  to 
demonstrate  significant 
progress  since  they  outlined 
their  reform  agenda  in  Octo- 
ber. The  collapse  of  Brazil's 
exchange  rate  peg  last 
month  has  made  a convinc- 
ing response  to  the  emerging 
market  financial  crises  all 
the  more  urgent. 

Robert  Rubin,  US  Trea- 
sury secretory,  told  the 
annual  gathering  of  policy- 
makers  and  business  leaders 
in  Switzerland  on  Saturday 
that  plenty  of  thought  bad 
gone  Into  reform,  but  there 
were  no  magic  wands  or 
easy  answers.  '‘Widely  dis- 
. cussed  reforms  that  sound 
attractive  on  the  surface,  on 
hill  examination  often  raise 
serious  questions  to  which 
there  are  currently  no  good 
answers.''  he  warned. 

Mr  Rubin  was  particularly 
scathing  about  the  use  of 
early  warning  systems  to 
put  pressure  on  countries 
that  showed  signs  of  getting 
into  trouble:  "Nothing  in  my 
26  years  on  Wall  Street  or 
■ \ my  six  years  in  government 
suggests  that  there  is  any 
V predictive  capability  even 
. remotely  reliable  enough  for 
such  a system."  He  added 
that  an  early  warning  could 
trigger  the  very  crisis  it  was 
supposed  to  prevent 
He  was  also  wary  of  to- 
eing countries  to  “pre- 
jgualiiy"  for  assistance  in  cri- 
sis by  meeting  preset  policy 
standards.  He  said  the  idea 
ibould  be  investigated,  but 


"there  are  a number  of  dif- 
ficult questions  that  must 
first  be  answered."  including 
the  identification  of  sensible 
policy  requirements. 

Gordon  Brown,  the  UK 
chancellor,  repeated  his  call 
for  a standing  committee  on 
global  financial:  regulation, 
which  would  comprise  inter- 
national and  national  super- 
visors. Hans  Tietrneyer,  the 
Bundesbank  president,  is 
completing  a report  on  this 
proposal  for  the  Bonn  G7 
meeting,  but  officials  said  he 
was  likely  to  dissent  from 
the  Brown  blueprint  by 
playing  down  the  role  of 
national  regulators. 

Most  international  regula- 
tory bodies  have  Indicated 
they  would  participate  in 
such  a committee,  but  Mr 
Tietrneyer  is  expected  to  rec- 
ommend that  national  regu- 
lators should  take  part  by 
invitation  rather  than  by 
right.  In  part,  this  reflects 
the  fact  that  some  countries, 
notably  the  US.  have  no  lead 
regulator.  The  US,  mean- 
while. is  said  to  favour  an 
informal  taskforce  instead  of 
a formal  committee. 

Mr  Rubin  also  argued  that 
hedge  funds  should  not  be 
demonised  for  their  role  in 
the  recent  financial  crises, 
arguing  that  domestic  capi- 
tal flight  was  often  a more 
important  factor.  He  argued 
that  the  role  of  hedge  funds 
should  be  addressed  “as  part 
of  a broader  review  of  finan- 
cial institutions  with  respect 
to  leverage,  the  appropriate 
scope  of  prudential  regula- 
tion. risk  management  and 
disclosure". 

Other  areas  of  controversy 
included  the  role  of  capital 
controls. 

Mr  Rubin  also  again 
rejected  calls  by  Germany 
and  Japan  to  consider  co-or- 
dination of  exchange  rates 
among  the  leading  econo- 
mies . perhaps  through  target 
zones.  “The  floating 
exchange  rate  system  is  the 
worst  possible  system, 
except  for  all  the  others,"  be 
said.  ■ • 

In  addition,  he  warned 
that  the  coexistence  of  the 
large -US  current  account 
deficit  with  Mg  surpluses  in 
Europe  nod  Japan  could  not 
be  sustained  indefinitely. 
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The  Americans  are  taking 
Davos  seriously  this  year. 
Heavy  snow  on  the  first  cou- 
ple., of  days  grounded  the 
executive  choppers  but  an 
impressive  number  of  chief 
executives  of  Fortune  500 
companies  have  made  the 
annual  pilgrimage. 

However,  the  relative  pro- 
portion of  Fortune  500  CEOs 
was  dwarfed  by  the  US  gov- 
ernment contingent.  Al 
Gore,  the  US  vice-president, 
brought  four  US  cabinet 
members,  plus  the  State 
Department's  Stuart  Eizeh- 
stal  arid  US  Treasury’s  Larry 
Summers.  Hard  to  know  who 
has  been  toft  in  Washington, 
to  run  the  ship  of  state. 

The  heavy  turnout  la  part 
or  the  US  strategy  of  proving 
that  it  is  fully  engaged  in- 
solving  the  world's  problems 
and  show  the  Europeans 
that  it  remains  a very  active 
partner.  However,  within  the 
US  delegation  there  were 
signs  of  occasional  tensions. 
Al  Gore's  comment  about 
the  US  being  the  "importer 
of  last  resort"  caught  the 
headlines.  But  the  pugna- 
cious tarry  Summers  insists 
he  coined  the  term  first. 
Robert  Rubin,  the  US  Trea- 
sury secretary  and  ex-Gold- 
man Sachs  hot-shot,  won 
high  marks  for  . his  com- 
ments on  the  world's  finan- 
cial crisis. 

One  CEO. was  heard  to 
comment:  “Gee.  if  only  that 
guy  was  Japan's  finance 
minister." 

2 2 □ 

When  was  the  last  time  that 
a British  chancellor  of  the 
exchequer  turned  up  at 
Davos?  This  year,  not  only 
did  Gordon  Brown  put  loan 
appearance  tut  so  did  hie 
prederesiHHv  Ken  Clarita.  But 
guess  which  one  attended 
Klaus  Schwab's  annual 
exotie  banquet  on  Saturday 
night?  Mot  Brawn,  wire 


headed  home  but  not  before 
commanding  a flunky  to  col- 
lect copies  of  every  speech 
given,  so  that  he  had  some- 
thing interesting  to  read. 

□ □ □ 

Of  all  those  in  the  UK  con- 
tingent. Howard  Davies, 
chairman  of  the  UK’s  Finan- 
cial Services  Authority, 
seems  to  be  most  at  ease  in 
this  global  talking  shop.  He 
Is  the  conference's  rappor- 
teur along  with  Senator 
John  Kerry  from  Massachu- 
setts. But  it  has  not  dented 
Davies'  sense  of  humour. 
Chairing  a session  on  man- 
aging financial  crises,  he 
called  on  Frank  Newman, 
boss  of  Bankers  Trust  cur- 
rently being  acquired  by 
Deutsche  Bank.  Davies  intro- 
duced Newman  in  German 
with  the  passing  quip:  "You 
are  going  to  have  to  get  used 
to  thls,  Frank." ' 

■■bad 

David  Hale,  Zurich  Insur- 
ance's fast  talking  chief 
economist,  likes  the  look  of 
the  Basle-based  Bank  for 
International  Settlements, 
the  central  bankers'  central 
bank  that  has  Its  own  gold 
bars.  It  is  listed  on  the  Swiss 
exchange  and  its  shares  sell 
at  half  book  value  and  yield 
dose  to  4 per  cent  If  there  is 
a rally  in  the  gold  price,  they 
could  double  or  triple,  says 
Hale.  Meanwhile.  Princeton's 
Professor  Alan  Blinder's 
advice  on  stock  marint  bub- 
bles is  that  "V  anything 
becomes  . more  expensive, 
than  California,  sell  it". 
Talking  of  internet  stocks, 
the  most  popular  Davos 
recommendation. to  Brazil’s 
financial  woes  was  to  ren- 
ame the -Brazilian  currency 
- Real.com 

WAUamHaR 


By  Gay  DeJonqttibra  to  Davos 

Until  recently,  the  global 
economic  crisis  threatened 
to  breed  rancour  between 
the  US  and  its  main  trade 
partners,  as  Washington  cas- 
tigated them  for  failing  to 
absorb  more  imports  while 
sending  disconcerting  sig- 
nals about  its  commitment 
to  resist  protectionism  at 
home. 

But  in  Davos,  the  US  team 
headed  by  Al  Gore,  vice-pres- 
ident, has  delivered  a far 
more  positive  and  outgoing 
message.  Its  essence  is  that 
the  US  is  determined  both  to 
keep  its  own  market  open 
and  to  promote  global  recov- 
ery by  leading  a drive  to  lib- 


eralise world  trade. 

True,  frictions  persist.  US 
officials  are  still  deeply  dis- 
satisfied with  Japan's  - and 
to  a lesser  extent  Europe's  - 
efforts  to  boost  growth,  and 
complain  that  the  US  cannot 
be  the  "world  market  of  only 
resort".  They  also  continue 
to  wrangle  with  the  Euro- 
pean Union  over  its  banana 
regime. 

• But  in  Davos,  they  soft- 
ened their  tone  in  public, 
while  seeking  to  dispel  con- 
cerns that  the  US  might  be 
overwhelmed  by  its  role  as 
the  main  engine  of  global 
growth  and  forced  to  turn 
inward. 

At  every  opportunity,  they 
emphasised  their  determina- 


tion to  remain  internation- 
ally engaged., 

Indeed,  Charlene  Barshef- 
sky,  US  trade  representative, 
insisted  Washington  wanted 
to  go  further.  As  well  as 
pledging  firmly  to  resist  pro- 
tectionism at  home,  she 
promised  to  submit  the 
much  criticised  unilateral 
use  of  US  trade  sanction 
laws  to  the  restraint  of 
World  Trade  Organisation 
rules.  She  backed  this  up 
with  the  wannest  endorse- 
ment of  the  multilateral 
trade  system  by  any  senior 
US  trade  official  for  years, 
lavishing  praise  on  its  con- 
tribution to  global  prosperity 
and  stability. 

That  may  not  entirely 


quell  other  countries’  con- 
cerns about  her  recent  rein- 
statement of  “Super-Mi" 
powers  to  monitor  their 
trade  practices.  But  she 
strongly  implied  that  the 
purpose  was  less  to  frighten 
foreigners  than  to  pacify  US 
industries  exercised  about 
cheap  import  competition. 

Furthermore,  she  warned 
them  not  to  expect  US  action 
against  “unfair"  trade  prac- 
tices always  to  bring  relief, 
when  keener  competition 
often  resulted  from  unavoid- 
able currency  devaluations 
In  emerging  economies. 

Ms  Barshelsky  said  tbat 
the  Clinton  administration 
was  folly  prepared  for  a fur- 
ther sharp  deterioration  in 


the  US  trade  deficit  this 
year.  But  she  said  that  the 
Worsening  imbalance  so  for 
was  due  more  to  a foil  in 
exports  than  to  a rise  in 
imports,  which  were  grow- 
ing more  slowly  than  a year 
ago.  She  also  emphasised 
that  differences  with  the  EU 
over  bananas  should  not 
frustrate  efforts  to 
strengthen  transatlantic 
co-operation,  particularly 
over  a new  trade  round. 

But  how  fax  does  the 
change  in  US  attitudes  go 
beyond  rhetoric?  Part  of  the 
answer  may  lie  in  how  effec- 
tively Mr  Clinton  fights  for 
renewed  “fast-track"  trade 
negotiating  authority. 

The  impact  of  Impeach- 


ment proceedings  on  Mr 
Clinton's  political  authority 
has  made  harder  the  task  of 
forging  a workable  consen- 
sus on  fast-track  among 
Democrats  and  Republicans 
in  Congress.  Few  observers 
rate  highly  the  chances  of 
success.  , 

Other  governments  have 
long  viewed  fast  track  as  an 
important  symbol  of  US  com- 
mitment to  multilateralism, 
as  much  as  a practical  nego 
dating  tool.  By  talking  up 
that  commitment  now.  Mr 
Clinton's  advisers  may  cal- 
culate that  they  are  ensuring 
against  the  risk  that  contin- 
ued failure  to  win  fast-track 
would  create  doubts  about 
US  trade  policy  intentions. 


Temporary  reprieve  won  in  bananas  dispute 


By  Frances  Wffiesns  to  Geneva 

European  exporters  of 
greetings  cards,  cashmere 
sweaters,  plastic  handbags 
and  other  goods  targeted  by 
the  US  for  punitive  duties 
today  over  the  European 
Union's  banana  import 
regime  have  won  a tempo- 
rary reprieve  until  mid- 
March. 

Under  the  terms  of  a 
makeshift  compromise 


thrashed  out at  the  World 
Trade  Organisation  in 
Geneva  late  oh  Friday  night, 
Brussels  asked  the  WTO  to 
arbitrate  on  a US  request  for 
authorisation  of  S520m  in 
trade  sanctions  on  EU  goods. 

The  move  postpones  the 
threat  of  retaliation  until  the 
arbitrator  has  reported,  giv- 
ing the  two  sides  more  time 
to  settle  their  differences 
bilaterally. 

Bitter  divisions  over  how 


to  proceed  In  the  dispute  had 
paralysed  the  work  of  the 
WTO  for  over  a week,  and 
called  into  question  the 
authority  of  the  world  trade 
body  to  settle  disputes  ou 
the  basis  of  internationally- 
accepted  rules. 

Brussels  will  now  begin 
formal  talks  with 
Washington  on  the  EU’s 
arrangements  for  importing 
bananas,  which  favour 
African.  Caribbean  and 


Pacific  countries.  The  US 
argues  that  the  EU  has  not 
done  enough  to  modify  Its 
regime  to  comply  with 
earlier  WTO  rulings,  which 
found  unfair  discrimination 
against  Latin  American 
bananas  and  their  US 
distributors.  However,  EU 
officials  have  made  clear 
they  will  not  implement 
changes  unless  a WTO  panel 
rules  against  the  amended 
regime,  which  came  into 


force  on  January  l.  The 
panel  is  due  to  complete  its 
work  by  April  12. 

Last  week's  row  at  the 
WTO  centred  on  whether  the 
US  could  request  WTO 
authorisation  for  sanctions 
without  a panel  decision. 
WTO  rules  in  this  area  are 
unclear  and  have  never 
before  been  tested. 

US  officials  insisted  on 
Friday  that  the  arbitrator,  in 
practice  the  same  panel  that 


is  reviewing  the  banana 
impart  system,  must  make  a 
decision  on  the  amount  of 
sanctions  by  midnight  on 
March  1.  following  which  the 
US  needs  at  least  10  days  to 
put  authorisation  back  on 
the  WTO  agenda.  It  cannot 
then  be  refused. 

The  EU  says  the  panel  will 
not  be  in  a position  to  make 
an  arbitration  ruling  until  it 
has  decided  whether  the 
banana  regime  is  illegal. 


AN  INTERACTIVE^^-* 
BUSINESS  GUIDE  TO 
EUROPEAN  UNION 


EMU  - Economic  and  Monetary  Union  > has 
signalled  ibe  greatest  shift  in  business  and 
politics  in  Europe  for  nearly  half  a century. 
FT  El’ROfile  is  your  multimedia  guide 

W 

to  conducting  business  in  today's  European 
Union.  This  innovative  CD-Rom  features 
the  analysis  of  Financial  limes  journalists 
and  combines  video,  text,  graphics, 
animations  and  ganles  with  direct  access  to 
detailed  Internet  resources.  FT  EUROfile 
is  designed  to  guio&you  through  if 
complicated  transition  to 
currency  for  Europe. 

You  will  be  guided  around  the  floors  of 
an  imaginary  EU  HQ.  covering  the 
institutions,  policies,  faistoty  and  future  of 
the  Union. 
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There  is  a floor  devoted  to  the  preparations 
made  for  monetary  union,  and  another  which 
analyses  the  prospects  for  twelve  different 
business  sectors  in  the  post-EMU  world. 

There  me  also  special  contributions  from  key 
FT  journalists  and  editors.  They  each  provide 
an  "FT  View"  - an  interactive  video  interview 
- on  their  own  area  of  expertise. 

Everything  is  designed  to  lake  some  of  the 
myth  and  mystery  out  of  Brussels. 

The  CD-Rom  also  serves  as  your  customised 
Internet  browser.  Sixty  sites  have  been 
carefully  screened  and  selected  to  save 

valuable  "surfing"  time.  Throughout  the 
FT  EUROfile  you  can  simply  jump  to 
these  sites  when  yoo  need  highly  detailed 
and  updated  pews  and  practical  information 
to  help  your  company  conduct  business- 
in  the  European  Union. 


FINANCIAL  TIMES 

No  FT,  no' comment. 


SYSTEM  REQUIREMENTS 

• Windows  95/NT 

* Fentram  Pkchmt 

* 8Mb  RAM 

• Sens!  tRanntMipwbte  mom!  card 

• Mew  7 Dce^  speed  CB-RMd  Drive 

* SVGA  dbpby  utppofliqg  flfi  Bit)  bigh 
eotour  n MO  x W>  mofaoon. 


Order  your  copy  of  FT  EUROfile  now  - telephone  0171 538 1164  or 
return  a completed  application  form  to  the  address  shown  below. 


TmICwHIm 

WUt  J>  eftotm  .ffl  hr  male  N dcjmJi  the  -Ml  2H  dap  id  irtrifi  of  (mrnifcr  if  doc  nr  mkn <M  «ni  u etrwhc  tkvarnL  »c  mill  lolunn  piihfi 

?( <b)i  dkl  mid  ember  i timid  upy  n»w>  paU  w odtr  yum  j to.  ikJU.trj  ifaic.A  ictejtnc  hdptar  b open  Mm  & l!w  m>  ■» 4}|a  ■>  Die  cc™  ™ *>*  imhei  emiunr 
tin**  1M1 USM II  y*a  CIWli*! » KMd  lulM  drfrdMr  ordan&fcd  n ilett«>.  •*  MUM  fee  HOWrd  m mnhae  mhm  U dip  aim  IC=V  '»>l  ifamawd  nn*.  imr* 
hr  idmonli  rMimv  *c  iMA.  mill  he  denmf  a hv«  ken  amped  at  ddnued.  Tbfe  after  a radahfc  untdmide.  bui  dare  Var  umiude  Em<pc  or  ibr  L'nnnl  Sra,-> 
awu  Ifchmfc  » iiWi.rrdC  he  paupr  and  TV  PT If  icca  K> caw naJcnsc  rdytmhliedwilhnMtinmf  leader,  me  arnmnlii-  mmr  m FTtoremtui 

FKduVap.  Vnh3  Oat  Swiihi  ml  Bad;*.  UMem  SEI -VILwHi  m)>  MmdaA  Art  kd  Mdd  be  id  we  n tte  ioK. 


FT  EUROfile 


Application  form  for  FT  EUROfile  CD-ROM 


Please  comptae  this  /arm  in  CAPITAL  LETTERS,  fallowing  the  inaruciions  below  ami  send  to:  Johnsons  International  Media  Services  Lid.  43  Milth arbour.  London  EI4  9TR 


inln!  Stnumc 


F.-tbuk 


Daw 


Ddfl»fchTi»i'Wftmyirr 


Dnnh  his  thavr . 


K'nfcac 


Icainc 

3 EmiEJt  a Lfin|iifiDuJf  (usable  s.  Finaviit  Tme- Lunfcd 
3 OR  pleum  Jrtii  re;  Vhaftta«te»CMUS«- nchfpffca  IM  appropriate) 

jin-  EvJVil'K:  dt  JiM  rprim  mJattr  pmUxe  & pain’ll  I 

Cm JNu  ZCCC  □□□□ 

CtnlXdtac, 

Sijisaijnr*  

Son  dale E\pir>  dale  -1313  3 ’1— 

ivije  cura&rf;  


Which  i>  ‘"w  card  Fcp^lmJ  tv.  — H»itk  "U- 

Orcdicradditsv 

1.  WIncfi  w»v3pcnn  do  jtni  read  icyuLirU  hum  Mmain.  t>i  Fndai  * 

2.  Wtodi  nen^pjpeciii  do  Jem  read  myuhnty  c«  SatmLiys ' 


t miimmy  -<■  inui  BCuMki,  Frau  »-*>  aC  U-—  «.  raw  - ' ■ 

rkjcalkn|amsimbnv:ci  c_z — .■» 


I 

I 


FINANCIAL  TIMES  MONDAY  FEBRUARY  I 1999 


BRITAIN 


Amoco 


By  Jim  Kelly, 

Accountancy  Correspondent 

British  Petroleum  and 
Amoco  or  the  US  escaped 
paying1  more  than  5800m  ? in 
duty  on  their  recent  merger 
thanks  to  a loophole  in  the 
UK  tax  laws  belatedly  closed 
by  the  government  at  the 
weekend  to  stop  a rush  of 
similar  deals. 

Patricia  Hewitt,  economic 
secretary  to  the  Treasury, 
changed  the  law  from  mid- 
night on  Friday  - promising 


legislation  in  the  forthcom- 
ing Budget  - to  protect  proj- 
ected 1998-99  revenues  of 
£2.4bn  ($3.96bn)  accrued 
from  stamp  duty  reserve  tax. 

It  looks  likely  that  two 
other  cross-border  deals  - 
the  merger  of  Astra  and 
Zeneca  and  the  purchase  of 
AirTouch  Communications 
of  the  US  by  Vodafone,  the 
UK  mobile  phone  company  - 
have  also  beaten  the  change 
in  the  law.  with  the  result 
that  the  government  will 
lose  more  than  S2bn. 


The  loophole  allows  com- 
panies to  avoid  stamp  duty 
reserve  tax  - levied  at  1.5 
per  cent  - on  bearer  shares 
denominated  in  a foreign 
currency  and  held  in  a 
depositary  or  clearance  sys- 
tem. 

The  exemption  has  existed 
since  1969.  but  was  not 
designed  for  such  transac- 
tions. Inland  Revenue  offi- 
cials said  it  had  recently 
been  used  in  a high-profile 
rioqi  and  this  had  resulted  in 
It  becoming  popular. 


The  Revenue  said  the  City 
had  expected  the  loophole  to 
be  blocked  in  next  month's 
Budget  and  action  had  been 
taken  sooner  “to  provide  cer- 
tainty”. 

BP  and  Axnoco's  £30.3bn 
merger  used  the  tax  plan- 
ning techniques  targeted  by 
the  Revenue  In  its  statement 
on  Friday.  The  change  in  the 
law  cannot  be  retrospective 
so  their  $800m  saving  is  safe. 

Senior  executives  involved 
in  the  535bn  merger  of 
Zeneca  and  Astra,  the  UK 


and  Swedish  pharmaceuti- 
cals groups,  said  that, 
although  their  deal  was  not 
complete,  a concession  in 
the  Revenue  statement 
appeared  to  allow  them  to  go 
ahead  as  planned  as  they 
were  well  advanced. 

“Our  understanding  is 
that  this  will  not  affect  our 
merger,"  said  a spokesman. 
“If  things  change,  the  com- 
pany will  bear  the  liability, 
not  the  shareholders.”  It  is 
understood  the  tax  involved 
is  up  to  5500m- 


Senior  executives  at  Voda- 
fone. the  UK-based  mobile 
ph""*  group  in  a deal  to  pur- 
chase AirTouch  for  S62bn. 
are  understood  to  be  confi- 
dent that  they  have  also- 
beaten  the  change  in  the 
law.  It  is  understood  5800m 
in  tax  would  have  been  due. 

“It  looks  like  they  got 
under  the  wire.  This  is 
money  which  they  can  use 
in  developing  the  business." 
said  one  executive  close  to 
the  Vodafone  deal. 

The  success  of  the  compa- 


nies in  avoiding  tax  may 
strengthen  support  for  mea 
sures  proposed  by  Gordon 
Brown,  chancellor  of  the 
Exchequer,  to  enact 
“catch-all"  anti-avoidance 
law  allowing  such  schemes 
to  be  stopped  more  quickly. 

The  Revenue's  move  may 
also  prompt  calls  for  the  abo- 
lition of  the  tax  entirely  as  it 
is  not  levied  by  the  US  or 
several  European  countries. 
“This  wifi  make  it  more  diffi- 
cult to  do  deals  like  this," 
said  one  executive  involved. 


YEAR  2000  FESTIVITIES  WILL 

Millennium 
boost  forecast 
for  economy 


By  Christopher  Adams 
and  Alan  Beattie  in  London 

A mix  ?r  unprecedented  new 
year  festivity  and  feverish 
efforts  by  business  to  solve 
the  millennium  computer 
bomb  will  give  the  faltering 
UK  economy  an  unexpected 
boast  this  year. 

But  the  lift  is  likely  to  be 
short-lived  and  may  leave  a 
throbbing  hangover. 

Lavish  spending  on  millen- 
nium parties,  winter  holi- 
days and  government-backed 
projects  is  likely  to  help  lift 
economic  output  in  1999, 
according  to  the  National 
Institute  of  Economic  and 
Social  Research.  Household 
consumption  could  increase 
sharply  in  the  fourth  quar- 
ter. giving  retailers  and  the 
consumer  services  industry 
a a welcome  boost 

The  institute  said  that 
overall,  the  effect  could  be 
big  enough  to  add  a quarter 
of  a percentage  point  to  real 
gross  domestic  product  for 
the  year  as  a whole  - equiv- 
alent to  about  £2bn  ($3.30bn) 
in  money  terms. 

Consensus  forecasts  sug- 
gest the  economy  Is  set  to 
achieve  0.6  per  cent  growth 
this  year,  a sharp  slowdown 
from  1998.  But  evidence  is 
growing  that  the  millennium 
could  distort  spending 


and  investment  patterns. 
Estate  agents  have  reported 
increased  activity  in  the  let- 
tings market  for  the  year 
end.  Consumers  are  expected 
to  spend  less  on  holidays  in 
the  summer,  preferring  to 
save  up  for  New  Year’s  eve. 
Brewers  and  champagne  pro- 
ducers will  also  benefit. 
There  was  a similar,  if  more 
muted,  effect  from  last 
year’s  World  Cup  soccer 
competition,  which 
prompted  a switch  towards 
buying  new  televisions. 

Efforts  by  companies  to 
defuse  thg  millennium  com- 
puter bomb,  which  stems 
from  the  inability  of  some 
programs  to  move  on  to  2000. 
is  also  expected  to  lift  out- 
put Estimates  of  how  much 
will  be  spent  to  solve  the 
problem  range  from  £25bn  to 
£60bn  and  investment  will  be 
spread  over  several  years. 

The  Office  for  National 
Statistics  suggests  part  of  a 
surge  in  imported  electronic 
goods  apparent  in  the  latest 
official  trade  data  may  be 
due  to  spending  on  defusing 
the  2000  bomb. 

The  effect  of  the  bomb 
itself,  when  it  strikes,  is 
extremely  difficult  to  -pre- 
dict. But  the  economic 
impact  could  be  both  bigger 
and  more  unwelcome  after 
the  turn  of  the  century. 


Lust-crazed  duck 
comes  under  fire 


Holiday  romance:  the  rampant  ruddy  duck  engages  in  amorous  activity  every  year  in  Spain 


By  Gemge  Parker  in  London 

The  government  will  today 
declare  war  on  the  lust- 
crazed  ruddy  duck,  which  is 
wreaking  ecological  havoc 
across  Europe  from  its  base 
in  Britain. 

Michael  Meacher.  environ- 
ment minister,  will  issue 
orders  to  marksmen  to  Start 
hunting  down  the  fowl, 
which  emits  a distinctive 
belch  rather  than  the  tradi- 
tional quack. 

Its  anti-social  behaviour 
does  not  stop  there. 
Like  some  of  its  British 
human  counterparts,  the 
ruddy  duck  heads  off 
to  Spain  once  a year 
to  engage  in  an  unwel- 
come orgy  of  sex  and 
destruction. 


No  sooner  has  it  arrived 
than  the  rampant  bird 
engages  in  amorous  activity 
with  the  endangered 
white-headed  duck,  which 
finds  its  British  counterpart 
unaccountahly  attractive. 

The  offspring  of  this  orni- 
thological holiday  romance 
is  a fertile  hybrid.  Numbers 
of  pure  white-headed  ducks 
in  Spain  are  once  again 
under  threat  To  make  mat- 
ters worse,  the  ruddy  duck  is 
becoming  more  exotic  in  its 
travel  tastes  and  now  visits 
13  countries.  Ministers  fear 
it  will  soon  cause  mayhem 
in  key  bleeding  sites  in  Tur- 
key If  no  action  is  taken. 

Continental  European 
countries  have  been  pressing 
Britain  to  act  for  several 
years. 


BUDGET  SUBMISSION  COMPANIES  CALL  FOR  £1  bn  FISCAL  PACKAGE  TO  HELP  ENTREPRENEURS 


Minister  urged  to  cut  capital  gains  tax 


By  Christopher  Adams 
and  Richard  Adams 

British  business  is  to  urge 
Gordon  Brown,  the  chancel- 
lor, to  overhaul  the  capital 
gains  tax  system  as  part  of  a 
£lbn  ($1.65bn)  fiscal  package 
to  help  entrepreneurs. 

The  British  Chambers  of 
Commerce  told  Mr  Brown  in 
its  Budget  submission,  pub- 
lished today,  to  cut  the  capi- 
tal gains  tax  rate  for  individ- 
uals from  40  to  20  per  cent. 


It  says  the  government 
could  do  mote  to  help  small 
companies.  A lower  CGT 
rate,  it  argues,  would 
encourage  wealthy  “business 
angels”  to  invest  in  smaller 
enterprises  by  making  it  less 
attractive  to  avoid  tax  by 
diverting  funds  offshore. 

The  BCC.  representing 
more  than  100,000  compa- 
nies. Is  also  concerned  the 
new  taper  for  capital  gains  - 
under  which  assets  held  for 
10  years  are  taxed  at  an 


effective  rate  of  24  per  cent  - 
is  complex  and  too  long. 

Instead,  it  says,  no  CGT 
should  be  charged  on  busi- 
ness investments  alter  five 
years.  Investors  should  be 
able  to  shift  holdings  Into 
other  companies  and  still 
qualify  for  the  taps’. 

The  BCC  says  the  tax 
yields  about  £1.4bn  in 
• annual  revenue  for' the  gov- 
ernment, and  says  the  pro- 
posals would  not  be  costly. 

Taken  together  with  its 


other  recommendations,  the 
government  would  lose  £lbn. 
The  BCC  submission  also 
urges  a 100  per  cent  tax 
break  for  the  first  ££30.000  of 
annnai  capital  spending  by 
small  companies.. 

The  BCCTs  proposals  come 
as  many  small  and  medium 

manufacturing  companies 
are  planning  to  reduce 
investment  in  plant  and 
machinery  and  to  continue 
cutting  jobs,  according  to  a 
new  CBI  survey. 


But  there  was  also  a “glim- 
mer ofhope",  the  CBI  said. 
Its  survey  of  770  manufactur- 
ers with  500  employees  or 
less  found  the  recent  drop  in 
activity  might  be  about  to 
ease.  Companies  have 
become  less  gloomy  about 
their  prospects. 

The  CBI  repeated  its  call 
for  a further  Interest  rate  cut 
the  Bank  of  England  holds 
its  monthly  monetary  policy 
committee  meeting  on 
Wednesday  and  Thursday. 


MEP  to 
quit  after 
find  by 
Customs 


By  George  Parker, 

Political  Correspondent 

Tom  Spencer,  a mnwo^f  qj 
the  European  parliament  for 
the  opposition  Conservative 
party,  who  was  caught  with 
drugs  and  gay  pornography 
at  -Heathrow  airport  near 
London.  yesterday 
announced  he  would  not 
seek  reflection  in  June. 

Mr  Spencer  faced  ques- 
tions from  the  new  Conser- 
vative ethics  committee  later 
this  week,  and  would  almost 
certainly  have  been  barred 
from  standing  in  any  case. 

The  MEP  yesterday  toured 
broadcast  studios  in  an 
attempt  to  explain  his  "sheer 
stupidity”  and  to  try  to  save 
his  political  career. 

But  senior  Conservatives 
made  it  plain  they  did  not 
look  kindly  on  an  MEP  who 
had  brought  further  prob- 
lems to  the  party  at  the  end 
of  a particularly  fraught 
week. 

Mr  Spencer,  who  says  he  is 
gay,  was  fined  £500  <58251  in 
an  out-of-court  settlement  by 
the  Department  of  Customs 
& Excise  when  he  was  found 
with  pornographic  maga- 
zines, a video  and  two  can- 
nabis cigarettes. 

He  denied  being  a canna- 
bis user,  explaining  in  a BBC 
interview:  “I’d  accepted 
some  in  Amsterdam  In  a 
social  situation  and  forgot 
about  it.  I’m  not  claiming  to 
have  been  wise  - I have 
been  extremely  stupid  and. 
thoughtless  in  coming  home 
and  not  throwing  the  stuff 
away.” 

Party  officials  said  they 
wanted  to  draw  a line  under 
the  affair  at  the  earliest 
opportunity,  and  said  Mr 
Spencer’s  case  would  be 
referred  to  the  ethics  com- 
mittee. 

However,  few  believed  Mr 
Spencer  could  survive  as  a 
candidate  in  a party  that.  - 
in  spite  of  attempts  by  Wil- 
liam Hague.  Its  leader,  to 
makp  it  more  tolerant  - <*iii 
takes  a dim  view  of  drugs 
and  pornography. 

Mr  Spencer  will  remain  an 
MEP  until  the  June  elections 
and  remain  as  a member  of 
the  parts’  afterwards. 
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Conferences 

NEW  MEDIA  AND 
BROADCASTING 

The  1 7th  Annual  FT  World  New  MedU 
and  Broadcasting  Conference 

3 & 4 March  1999,  London 

The  1 7th  Annual  FT  World  New  Media  and  Broadcasting  Conference 
will  discuss  the  continuing  development  of  die  digital  market  from 
both  a European  and  US  perspective,  six  months  after  the 
launch  of  the  UK  satellite  and  terrestrial  digital  platforms. 
Select  heads  of  industry  will  discuss  postrfcuindi 
1 • experiences;  market  opportunities  for  new  entrants;  the 

impact  of  competition  on  the  existing  networks;  new 
technologies;  regulation  gatekeepers  and  convergence; 

_ finance;  and  Interactive  services  amongst  ocher  topics. 
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EVALUATION  STUDIES  OF  ENTERPRISES 
IN  THE  PUBLIC  SECTOR  AND 
TECHNICAL  ASSISTANCE  IN 
PRIVATIZATION  OPERATIONS 


It  is  open,  for  a period  of  45  days,  the  pre- 
qualification contest  of  entities  willing  to  perform 
evaluation  studies  of  enterprises  in  the  public 
sector,  and  to  give  technical  assistance  in  the 
privatization  operations  to  be  held  in  Portugal. 

The  provisions  which  regulate  the  contest  were 
approved  by  the  regulation  number  664/99  (2nd 
Series),  of  the  Chancellor  of  the  Exchequer,  of 
98.12.29,  published  in  the  official  newspaper,  11 
Series,  number  12,  of  99.01.15,  pages  542  to  544. 

The  people  concerned  must  present,  according  to 
the  situation,  the  applications  or  the  declarations 
mentioned  in  item  2.1  of  the  aforesaid  regulation, 
until  1 7H  of  the  99.03.01 , at  the  “Inspecpao-Geral 
de  Finanpas”  - Rua  Angelina  Vidal,  41.  1199-005 
Lisboa  Codex” . The  applications/declarations  can 
be  sent  by  mail,  within  the  terms  stated  in  the 
respective  provisions. 

Any  question  concerning  these  procedures  must 
be  presented  to  the  Commission,  by  writing,  at 
the  address  above-mentioned,  or  by  the  Fax 
number  35 1/1/813  87  42,  till  the  99. 02. 15. 


*3  J " i 


i 


lFajU  \jSt o 


iV  i 


FINANCIAL  TIMES  MONDAY  FEBRUARY  1 1999 


^ 1(1 
mu  ut'ti*r 
fim!  In 
C list  onis 

.fit  We-*:  : ... 


INSIDE  w TRACK 


PR0FILE  RUDI  BOGNI,  CHIEF  EXECUTIVE  UBS  PRIVATE  BANKING 


Private  banker  with 
<1  unorthodox  ambitions 


$ 


UBS  is  counting  on  one 
Hall  talks  to  the  man  in 

Rudi  Bogni,  the 
Italian-born  boss  of  UBS 
Private  Banking,  feels  on 
top  of  the  world.  He  is  in  charge 
of  the  jewel  in  the  UBS  crown.  He 
has  just  been  promised  SIQbn  for 
acquisitions.  And  following  a big 
corporate  review  announced  at 
UBS  last  week,  private  banking  is 
set  to  grow  in  importance  at  the 
expense  of  the  riskier  investment 
banking  side  of  the  business. 
Investors  were  left  with  no  doubt 
that  Mr  Bogni  is  the  second  most 
powerful  banker  at  UBS  after 
Marcel  Ospel,  the  chief  executive. 

UBS’s  enthusiasm  for  private 
banking  is  understandable.  It  is 
twice  as  big  as  Credit  Suisse,  its 
nearest  Swiss  competitor,  and 
Switzerland  is  by  Ear  the  biggest 
centre  for  offshore  private  bank- 
ing, which  handles  the  financial 
requirements  of  wealthy  individ- 
uals who  typically  have  more 
than  SFrim  ($430,000)  to  invest 

Private  banking  profits  are  far 
less  volatile  than  those  in  invest- 
ment banking,  and  because  the 
fees  charged  for  managing  pri- 
vate portfolio  accounts  are  so 
much  higher,  the  margins  in  pri- 
vate banking  can  be  seven  times 
greater  than  in  institutional  asset 
management  where  big  volumes 
command  lower  fees. 

Indeed,  some  analysts'  have 
questioned  whether  UBS  ought 
not  to  jettison  the  rest  of  its 
businesses  to  concentrate  on 
private  banking,  where  it  is 
the  undisputed  world  leader. 


division  to  earn  halt  its  profits  by  2002.  William 
charge,  with  $10bn  to  spend  on  acquisitions 


Last  year's  third-quarter  loss 
and  the  resignation  of  four  top 
executives  including  Matin  n 
Cabiallavetta,  UBS  chairman, 
under-scored  serious  weaknesses 
in  the  bank's  risk  irmnagwmnwt 
procedures.  The  strategic  review 
announced  last,  week  said  UBS 
would  concentrate  on  “high-qual- 
ity asset-gathering  businesses  in 
Europe”. 

The  bank  has  cot  by  a third  its 
profit  targets  for  investment 
banking  and  institutional  fund 
management,  the  only  two  other 
areas  where  it  has  global  ambi- 
tions, and  it  plans  an  “aggressive 
expansion  of  domestic  private 
banking  in  European  core  mar- 
kets". 

UBS  insists  the  changes  are 
only  “fine-tuning”.  The  figures 
tell  a different  story.  The  bank 
has  earmarked  SFrS00m  for 
investment  hanking  anqirisitinn^ 
compared  with  SFrSbn  to  SFrtbn 
for  acquisitions  in  Mr  Bogni’s  pri- 
vate banking  empire. 

UBS  is  counting  cm  its  private 
banking  division  to  earn  half  the 
group’s  profits  by  2002.  It  wants 
to  add  another  SFr550bn  to  the 
SFr700bn  of  private  hank  assets  it 
has  under  management  during 
the  next  four  years. 

The  chflUpngPB  facing  Mr  Bngni 
should  not  be  underestimated. 
For  a start,  his  background  is  in 
investment  banking,  rather  than 
in  private  hanking,  a more  recent 
career  move.  Second,  he  believes 
in  economies  of  scale  in  private 


hanking;  an  unorthodox  view  in 
a niche  that  has  traditionally 
thrived  on  personal  relationships 
between  the  banker  and  his  cli- 
ents. In  addition,  UBS's  strength 
is  in  offshore  banking  - investing 
tor  nonresidents  - rather  than 
onshore  private  hankrng,  which 
is  bigger  and  growing  mare  rap- 
idly thflp  offshore  business. 

finally,  Switzerland's  advan- 
tages as  a banking  safe-haven  for 
wealthy  customers  - a key  rea- 
son why  it  retains  a one  third 
share  of  the  offshore  private 
banking  market  — are  on  the 
wane.  Low  inflation,  a strong 

Mr  Bogni  says  he 
will  create  new 
investment  products 
to  woo  wealthy 
customers 


currency,  and  political  stability 
are  no  inn  gw  iraiqnA  to  Switzer- 
land 

Many  US  and  European  tax 
authorities  regard  Switzerland’s 
offshore  private  banking  Industry 
with  suspicion.  The  reputation  cf 
Citibank,  one  of  UBS's  biggest 
competitors,  has  been  tarnished 
by  «iipgaBnn«c  of  money  launder- 
ing for  Radi  Salinas,  the  jailed 
elder  brother  of  Mexico's  fanner 


Essential  guide  to  Rudi  Bogni 


USES 


Facts  of  life:  bom  October  2. 
1947. 

Educated:  Milan’s  Bocconi 
University,  doctor  of  economics 
and  business  administration. 
Career:  mostly  upwards  with  a 
few  sideways  moves.  Chase 
. Manhattan  (1972-80),  Italy, 

\<  -IjGreece,  Germany,  New  York. 
WUidland  Bank,  1980-90;  one  of 
^ several  ex-Chase  bwikers 
brought  in  to  shake  up  what 
used-  tolwJbiUK'siiggast.  - 
bank  - posts  included  head  of 
international  division  and  group 
treasurer.  Quit  after  k became  - 
obvious  Mkfiand  was  going  to  be 
taken  over  by  HSBC.  Joined 
Swiss  Bo*  Corporation  (SBC)  In 
1990  as  head  of  London 
operation. 

NHd-flfe  crisis?  Two-and-a-hatf 


years  ago  career  at  SBC, 
smallest  of  the  big  three  Swiss 
banks,  appeared  to  have  hit  the 
buffers.  He  took  a 15-month 
sabbatical  at  London's  Imperial 
College  to  swot  up  cm  financial 
Options  theory  so  that  he  could 
understand  what  his  traders  were 
dokig  with  the  bank’s  money  on 
his  return. 

Lucky  streak:  decision  not  to 
return  to  investment  banking  was 
a aasejnov&gtan  the. way  UBS. 
has  since  dipped  Warburg  Dfflon 
Reed's  wings.  In  Juiy  1997  took 
charge  of  SBC*s  private  banking 
business,  not  normally  regarded 
as  a fast  track  to  the  top.  Sbc 
months  later  SBC  amounced 
merger  with  much  bigger  UBS, 
and  Bogni  named  head  of  private 
banking  which  doubted  In  size. 


Favourite  food:  Itafian  - “ifs 
Gght  and  healthy”.  Runners  up: 
traditional  Turkish,  French  and 
Chinese  cooking.  Very  fond  of 
Japanese  cuisine  - “1  Eke  things 
raw." 

Favourite  holiday  destination: 
“Any  country  that  offers 
sunshine,  oBve  ofl,  good  bread 
and  wine." 

Favourite  dream:  taking  over 
Charles  Schwab,  the  US 
electronic  discount  broker.  Given 
that  Schwab's  market 
capitaSsatkxi  of  S27bn 
is  now  bigger  than  that  of  MemD 
Lynch,  there  is  more  chance  of 
Schwab  taking  over  UBS  over 
the  long  run.  But  things  could 
change,  and  Bogni  has  been 
promised  SIQbn  for 
acquisitions. 


president  Carlos  Salinas. 

One  of  Mr  Bogni’s  responsibili- 
ties will  be  to  safeguard  UBS’s 
reputation  by  careful  selection  of 
clients;  an  imperative  that  fits  til 
with  his  ambition  to  expand  the 
business  rapidly. 

Mr  Bogni  believes  that  increas- 
ing the  scale  of  his  private  bank- 
ing operation,  in  an  industry 
where  niche  operators  have  tradi- 
tionally excelled,  is  not  a disad- 
vantage. Quite  the  opposite.  He 
forsees  consolidation.  “If  you 
look  at  the  top  five  names  in 
global  investment  banking,  the 
same  is  going  to  happen  in  pri- 
vate banking,"  Mr  Bogni  says. 

"The  personal  matters  of  our 
clients  are  increasingly  complex 
and  size  allows  us  to  deliver  ser- 
vices in  a much  more  cost  effec- 
tive manner.  The  danger  is  that 
size  might  spawn  a bureaucracy. 
But  I believe  that  with  an  organi- 
sation of  8,600  people,  we  have  no 
mare  bureaucracy  than  manage- 
ment  consulting  partnerships 
like  McKinsey,  or  Bain  & Co.  If 
they  can  run  efficient  organisa- 
tions, I see  no  reason  why  we 
cannot  do  the  same." 

That  is  not  a view  shared  by 
UBS’s  smaller  competitors. 

Thomas  Baer,  rhainman  of  Zur- 
ich’s Julius  Baer,  does  not  accept 
that  the  pace  of  consolidation  in 
investment  banking  win  be  repli- 
cated in  private  banking. 

“Big  is  not  necessarily  beauti- 
ful," he  says.  “Our  biggest  dan- 
ger Is  that  we  are  too  successful 
and  forced  to  grow  too  quickly. 
Thereby  we  lose  the  personal 
touch." 

Mr  Bogni  does  not  deny  there 
is  a role  for  private  banks  like 
Julius  Baer,  but  he  believes  that 
asset-gathering  giants  like  UBS 
will  have  a competitive  edge,  par- 
ticularly in  Europe  where  total 
assets  under  management  are 
forecast  to  increase  from  $8,OOObn 
to  $38,000bn  in  the  next  decade. 

He  is  looking  forward  to 
increased  competition  in  areas 
such  as  internet  broking  services 
for  wealthy  clients.  “It  should 
affect  our  competitors,  particu- 
larly our  US  competitors,  dramat- 
ically. Those  that  come  from  the 
brokerage  side  are  trying  to  back 
themselves  into  private  banking. 
But  they  still  live  off  commis- 
sions and  rely  on  commission- 
based  salesmen.  The  sooner  they 
feel  the  pressure  from  internet 
broking  the  less  money  they  will 
have  to  invest  in  expanding  their 
private  banking  franchise." 

Nevertheless.  Mr  Bogni  is 
under  pressure  to  prove  that  he 


can  come  up  with  a winning 
strategy  for  cracking  the  US  mar- 
ket. Credit  Suisse  has  already 
withdrawn  because  it  lacked  crit- 
ical mass,  but  UBS  is  committed 
to  expanding  its  US  operation. 

The  US  is  home  to  UBS’s  most 
serious  long-term  competitors: 
the  private  client  operations  of 
big  US  investment  banks.  This  is 
why  Warburg  Dillon  Read,  taken 
over  when  UBS  merged  with 
Swiss  Bank  Corporation  last 
year,  is  so  important  to  UBS  Pri- 
vate Banking.  Mr  Bogni  says  be 
will  create  new  investment  prod- 
ucts to  woo  wealthy  customers 
away  from  Merrill  Lynch,  Gold- 


man Sachs,  and  Morgan  Stanley. 
He  will  also  tap  into  UBS  Brin- 
son. the  group's  institutional 
asset  management  operation,  for 
the  best  investment  advice. 

“We  believe  in  our  ability  to 
manage  this  business  better  than 
others,  so  we  are  looking  out  for 
acquisitions."  says  Mr  Bogni.  It 
will  have  to  be  a very  sizeable 
acquisition  to  make  a dent  in  the 
imbalance  between  UBS's 
onshore  and  offshore  businesses. 

In  theory  UBS  could  have  a 
stand-alone  private  bank  with 
two  or  three  preferential  invest- 
ment bank  relationships,  says  Mr 
Bogni.  But  it  would  probably 


have  to  rely  on  US  investment 
banks  for  products. 

Whether  Mr  Bogni  can  expand 
the  business  successfully  will  in 
the  end  depend  on  his  ability  to 
understand  the  peculiarities  of 
private  banking  - a culture  built 
on  discretion,  personalised  ser- 
vice and  long-term  relationships 
and  which  differs  considerably 
from  the  ethos  at  results-oriented 
investment  hanks. 

“You  have  to  be  bom  a private 
banker  really  to  be  able  to  do  it 
successfully,"  Mr  Baer  says.  Mr 
Bogni  disagrees.  He  is  out  to 
prove  he  can  do  things  his  way. 
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TECHNOLOGY  ELECTRONIC  NAVIGATION  SYSTEMS 


Devices  to  help  put 
you  on  the  map 


Getting  lost  may  soon  be  a thing  of  the 
past  thanks  to  a range  of  car  navigation 
systems,  writes  Geof  Wheelwright 


Yon  are  lost  in 
Tokyo,  one  of  the 
largest  cities  in  the 
world  - and  one  -that  pres- 
ents vast  navigational  chal- 
lenges for  the  uninitiated. 

' You  do  not  want  to  offend 
your  Japanese  customers  by 
being  late  for  an  urgent  busi- 
ness wtwHng  with  but 
neither  do  you  want  to  aban- 
don your  rental  car.  As  you 
drive  around  looking  for  a 
fanfflai-  landmark,  you  real- 
ise that  what  you  need  is 
an  electronic  navigation 


On  sale  in  Japan,  such 
devices  are  becoming 
increasingly  popular  as 
mobile  digital  navigation 
based  on  GPS  (Global  Posi- 
tioning System)  technology 
begins  to  take  off. 

In  Tokyo,  yon  can  see  a 
bewildering  range  of  such 
devices  from  leading  con- 
sumer electrodes  manufac- 
turers soda  as  Alpine.  Casio, 
Panasonic,  Pioneer,  Sharp 
and  Scary. 

Most  of  these  store  the 
mapping  information  on 
CD-Rom  or  in  memory, 
hut  one  of  the  latest  is  a 
family  of  navigation  prod- 
ucts from  Pioneer  that  har- 
nesses tire  much  higher  stor- 
age capacity  of  Digital 
Versatile  Disc  (DVD)  tech- 
nology. 

The  Pioneer  DVD  Car  Nav- 
igation System  combines 
DVD-Rom  storage  with  col- 
our LCD  map  displays  and 
GPS  navigation  technology. 
These  systems  are  designed 
to  ensure  not  only  that  you 
know  where  you  are  at  any 
gjron  moment  - but  also 
how  that  relates  to  reaching 
your  destination. 

Pioneer  introduced  a DVD 
Car  Navigation  System  In 
June  1997,  but  that  was 


based  an  using  only  a single- 
sided,  single  layer  of  a DVD 
disc  - which  limited  the 
detailed  road  maps,  sight- 
seeing information  am!  back- 
ground data  that  could  be 
stored  on  it.  The  latest 
devices  use  single-sided, 
dual-layer  disc  technology  to 
yield  &5Gb  of  storage  - 
which  exceeds  the  hard  disc 
capacity  on  most  new  PCs 
for  home  use. 

These  systems  marry  DVD 
and  GPS  by  having  the  GPS 
system  use  satellite  commu- 
nications to  determine 
where  you  are  and  then 
using  map  data  from  the 


Slow  QofcsF  the  systems  can 
htipferoute-pJanning  AP 


DVD  drive  to  display  that 
information  on  a built-in  col- 
our LCD  display.  The  on- 
board computing  power  con- 
trolling the  DVD  drive  may 
be  used  to  retrieve  and 
display  live  traffic*  informa- 
tion and  do  some  route 
planning. 

You  do  not  even  have  to 
take  your  hands  off  the 
wheel  to  do  this  since  Pio- 
neer offers  a voice  recogni- 
tion option  that  lets  you  give 
instructions  to  the  naviga- 
tion system. 

Pioneer  offers  an  option  on 
some  models  to  use  an  FM 
multi-channel  tuner,  VICS 
(Vehicle  Information  Com- 
munication System)  and 
DGPS  (Differential  Global 
Positioning  System)  signals 
for  quicker  and  more  accu- 
rate positioning  information. 

Prices  range  from  Y200.000 

(£1400)  to  Y300.000,  depend- 
ing on  which  model  you  take 
with  which  options.  But  Pio- 
neer expects  significant  sales 
and  announced  initial  pro- 
duction runs  of  about  10,000 
units  per  month  for  all  mod- 
els combined. 

Similarly,  Matsushita, 
(which  trades  as  Panasonic) 
recently  announced  that  it 
too  had  launched  a DVD  car 
navigation  system  with 
built-in  DVD-Rom.  The  sys- 
tem also  claims  compatibil- 
ity with  existing  DVD-Rom 

and  CD- Rom  disks  and  costs 
Y200.000.  Initial  monthly 
production  is  also  10.000 
units. 

Using  the  DVD-Rom  sys- 
tem. Matsushita  says  it  can 
store  the  entire  “25m/50m 
scale  all-Japan  630-city 
detailed  map"  on  a single 
disc,  and  achieve  high-speed 
search  and  access  40  per 
cent  faster  than  conven- 
tional systems.  The  DVD 
map  software  is  also  appar- 
ently able  to  search  for 
addresses  by  phone  number, 
as  well  as  by  Japanese 
alphabetical  entry*. 


PUBLIC  NOTICES 


Notice  Published  by  the  Secretary  of  State  under  subsections  8(5)  and 
10(6)  of  the  Telecommunications  Act  1984 

The  Secretary  of  State  hereby  gives  notice  as  follows. 

1.  He  proposes  to  gram  Kccnces  under  the  TckconOTmomicTre  Aa  1984  ("the  Arp  to  IRT  Global  (UK)  Ltd. 
ICO  Global  l 


Limited,  Telia  UK  Lid.  Swisscom  (UK)  Limited  and  USA  Global  Link  (UK)  limited  (“ihe  Licensees")  » 
ran  tetecoranmnicaiions  systems  in  the  Uniied  Kingdom.  The  licences  to  be  granted  to  IFC  Global  (UK) 
Ltd,  ICO  Gloted  Comn—icadeas.  PLDocompass  limbed,  Tele2  Ctmuminiratiopg  Services  Limited.  Onto 
One  limited,  Swisscom  (UK)  limited  and  USA  Global  Link  (UK)  Limited  wiD  each  be  far  a period  of  six 
nvwhg,  thereafter  being  subject  to  revocation  oo  ooe  The  I to  be  granted  to  Telia  UK 

Ltd  will  be  for  a period  of  25  yean  subject  to  cartin'  revocation  in  specified  dn 


3. 


The  principal  effect  of  each  of  die  licences  to  be  granted  to  IFC  Global  (UK)  Ltd,  ICO  Global 
Goounumcatiotts,  PLDncompass  Limited.  Tele2  Owntmcricstions  Services  Limited,  Carrier  One  limited, 
Swisscom  (UK)  Limited  and  USA  Global  Link  (UK)  Limited  win  be  to  enable  each  of  those  Licensees  to 
iranD  and  ran  tdecommunicadQB  systems  fat  the  United  Kingdom  which  my  be  connected  to 
telecommunication  systems  outride  the  United  Kingdom  and  to  provide  a wide  range  of  services  tea  not  any 
domestic  services  (i-e.  services  Involving  the  conveyance  of  mrsBigrs  which  originate  and  are  subsequently 
to  tenninate  in  the  United  Kingdom)  or  mobile  services,  Kr*nr»  authorises  connection  to  a wide 
range  of  other  systems,  including  earth  orbiting  apparatus. 

The  principal  effect  of  the  Licence  to  be  granted  to  Tcha  UK  Lid  win  be  to  enable  Telia  UK  Ltd  to  install 
■wit  rm  tgWwrmriimiraimrw  y»iM«  throughout  ginjtom  end  provide  a wide  nap  of  services 

ba  excluding  mobile  radio  services  and  certain  international  services.  This  hcence  authorises  cramectkn  to 
a wide  range  of  ocher  systems,  rndudmg  earth  ottering  apparatus,  allowing  the  provision  of  some  types  of 
international  service-  On  seeming  a share  of  25*  or  more  of  ihe  marts*  in  respect  of  particular  services  fat 
an  area  specified  by  the  Director  General  of  TijfMinwiiiwfwifwi.L  Telia  UK  Ltd  may  be-obligcd  to  nwfa* 
available  those  telecommunication  services  to  ill  who  reasonably  request  them  within  that  area. 

4.  Each  licence  win  be  subject  to  conditions  such  that  section  8 of  the  Act  trill  apply  to  it,  thereby  making  cadi 

of  the  systems  ran  Miww  for  designation  as  a public  iriMnwimmifiBiftB  system  under 

section  9 of  the  Act.  h is  the  intention  of  die  Secxetaiy  of  Sure  to  designate  each  of  the  Licensees  systems 
as  a public  tefccomnwntarion  system. 

5.  The  Secretary  of  State  proposes  to  grant  each  licence  in  response  to  an  application  from  each  Ikrnsrr.  for 
such  a Ucence  because  he  considers  that  it  will  help  ta  satisfy  demands  in  the  United  Kingdom  for  the 
provirioo  of  services  of  the  type  authorised,  will  promote  the  intocst*  of  consumm  in  respect  of  the  quality 
and  variety  of  such  services  and  will  nnrimin  and  promote  effective  competition  between  those  engaged  m 
the  prevision  of  tcteiVimreiny’JUitvm  services, 

6.  He  proposes  to  apply  die  telecommunications  code  (“the  Code")  to  Telia  UK  Ltd  subject  to  certain 
exceptions  and  conditions  throughout  the  United  Kingdom.  The  effect  of  the  exceptions  and  conditions  to 
the  application  of  the  Code  is  that  Telia  UK  Ltd  win  have  duties: 

(a)  to  comply  with  various  safety  and  environmental  conditions,  in  particular  (with  certain  exceptions)  to 
install  lines  underground  or  only  oq  Socfa  above  ground  apparatus  as  is  already  installed  for  any  pmposc. 

(b)  to  comply  with  conditions  designed  to  ensure  efficiency  and  economy  on  its  pan,  in  connection  with  the 
execution  erf  works  on  land  concerning  the  installation,  maintenance,  repair  or  alteration  of  its  apparatus; 

(c)  to  consult  certain  public  bodies  before  exercising  particular  powers  under  Ac  Code,  including  the  local 
planning  and  highway  authorities  and  English  Nature.  Scottish  Natural  Heritage,  the  Countryside  Council 
for  Waks.  the  National  Trust  and  tbc  National  TreS  for  Scotland,  as  well  as  relevant  electricity  suppliers; 

(d)  to  keep  and  maXe  available  records  of  the  location  of  uudergtuuud  apparatus  and  copies  of  the  exrrprions 
and  cooditions  in  its  licence  to  its  powers  under  the  Code;  and 

(e)  to  ensure  that  sufficient  funds  are  available  to  meet  certain  liabilities  arising  froth  the  execution  of  street 
works. 

7.  The  reason  why  the  Secretary  of  State  proposes  to  apply  the  Code  to  Telia  UK  Ltd  is  that  Telia  UK  Ltd  wiD 
need  tbc  statutory  powers  in  the  Code  to  umnii  ami  maintain  she  wVwvnmnniirairfan  systems  which  ate  to  be 
installed  and  ran  under  its  proposed  licence. 

8.  The  reasons  why  it  is  proposed  that  the  Cede  as  applied  should  have  effect  subjea  to  exceptions  and 
conditions  referred  to  above  are  that  they  are  considered  requisite  or  expedient  tor  fl*  purpose  of  seeming 
that  the  physical  environment  is  protected,  that  dare  is  tte  greater  damage  to  land  than  necessary,  that  the 
systems  are  installed  as  safely  and  economically  as  possible  and  that  Telia  UK  Ltd  can  meet  (and  retrain 
persons  can  enforce)  liabilities  arising  from  the  execution  of  works. 

9.  Representations  or  objections  may  be  made  in  respect  of  the  poposed  becnees,  the  application  or  the  Code  to 
Telia  UK  Ltd  and  the  proposed  exceptions  and  conditions  refereed  to  above.  They  should  be  made  in  writing 
by  2 March  1999  and  addressed  m the  undesigned  a the  DqumiiBia  of  Trade  and  Industry. 

Communications  and  Information  Industries  Directorate.  £80  Grey.  IS  I Buckingham  Palace  Rod,  London. 
SW1W9SS.  Copies  of  the  proposed  licences  can  be  freely  ataamed  try  writing  to  the  Department  or  railing 
0171 2IS  1756. 

Alan  Fraud 

Department  of  Trade  and  Industry 


1st  February  1999 


£ 
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INSIDE  TRACK 


LUCY  KELLAWAY 


Hello  dear  readers ! 


Greet  your  chair,  chat  to  your  window  - 
and  if  you  want  to  go  really  feel  crazy, 
why  not  give  your  colleagues  a massage 


Good  morning  kettle!  Hello 
keys!  How  good  of  you  to  be 
- just  where  I can  find  you. 
This  morning  1 have  been 
greeting  objects  around  the 
house  following  a tip-off 
from  a friend  who  works  for 
one  of  the  world's  most 
successful  organisations. 

The  company  has  just  sent 
him  on  a training  course 
called  Breakthrough  Mind, 
Breakthrough  Body,  and  he 
has  told  me  all  about  bow 
marvellous  he  feels. 

Together  with  SO  of  his 
colleagues,  from 
vice-presidents  to 
secretaries,  he  spent  a day  in 
a tracksuit  loosening  up  - 
shedding  that  stress  until 
his  mind  was  ready  for 
breakthrough  results.  For  a 
start  he  trotted  around  the 
room  saying  hello  to 
windows  and  chairs.  Then 
he  bad  to  greet  his 
colleagues  as  if  they  were 
long-lost  friends  he  had  not 
seen  for  10  years,  finally  - 
and  this  is  the  really 
gruesome  bit  - he  had  to 
pair  up  with  a colleague  and 
give  and  receive  a massage. 

That  very  day  I had  been 
reading  about  how  the  staff 
at  St  Luke's,  the  ultra-trendy 
advertising  agency,  love  to 
massage  each  other.  But  the 
idea  that  it  was  spreading  to 
blue  chip  companies  is  sad 
news.  What  is  going  on?  Last 
week  1 wrote  about  the 
“human  moment”,  which  is 
a fancy  phrase  to  describe 
the  need  for  workers  to  meet 
occasionally.  But  this  is 
worse  by  far,  suggesting  that 
we  have  lost  any  idea  of  haw 
to  relate  to  our  colleagues  In 
a normal  way.  I like  my 
colleagues.  I work  well  with 
them.  But  massage?  No 
thank  you. 


I try  never  to  think  about 
stress,  and  never  go  on 
stress  courses,  because  by 
far  the  most  stressful  thing 
in  life  is  worrying  about  how 
stressed  you  are.  Just  as 
• insomniacs  must  never  fret 
about  how  little  sleep  they 
are  getting,  so  it  is  a bad 
idea  for  people  who  are 
under  any  sort  of  pressure  to 
start  consciously  thinking 
about  that  pressure.  The 
stress  management  industry, 
instead  of  making  matters 
better,  tends  to  make  it 
much  worse. 

But  now  I see  that  our 
obsession  with  stress  has 
reached  new  heights.  I was 
lying  in  the  bath  the  other 
day,  idly  reading  the 


packaging  of  some  expensive 
new  shampoo  I had  just 
bought  And  to  my  alarm  1 
read  on  the  bottle  that  it  is 
not  just  busy  people  who 
suffer  from  stress,  bat  their 
busy  hair  does.  too. 

According  to  Nicky 
Clarke's  Hairomatherapy 
shampoo,  hair  - especially 
that  of  celebrities  - gets 
stressed  out  and  this 
shampoo  helps  it  recover. 

Hair  is  dead,  and  I had 
thought  therefore  it  was 
beyond  stress.  How  wrong.  I 
discover  my  hair  reacts  as 
badly  to  stress  treatments  as 
I do.  One  wash  with  this 
fancy  shampoo  »n  rf  it  is 
looking  just  as  I would  look 
if  I had  to  give  a massage  to 
a colleague:  distressed. 


The  middle  manager  Is  back 
in  fashion.  If  you  are  a 
wiriiik  manager,  this  may  be 
news  to  you.  But  according 
to  a report  from  PwC,  the 
world’s  largest  professional 
services  organisation,  the 

miiMTg  Tnanagnr  baa  never 

been  more  important  At 
least.  I think  that  is  what  the 
report  says. 

The  consultancy  has 
studied  the  middle  managers 
of  five  countries  and 
concluded  that  they  are 
“increasingly  the  linchpin  of 
strategic  and  competitive 
competence".  Even  more 
mysteriously,  they  are 
"stabilisers  who  make  real 
change  possible  and  the 
source  of  real-time 
strategies”.  Some  middle 
managers,  especially  in  the 
UK  (where  I suspect  we 
moan  more  than  other 
people),  feel  undervalued; 
the  solution,  suggests  PwC, 
is  to  "enrich  the  role  mix". 

But  then  as  I looked  to  the 
back  of  the  report  it  all 
became  dear.  It  is  written  by 
two  consultants,  one  of 
whom  is  described  as  "a 


member  of  the  Global 
Leadership  Team  in  the 
capacity  of  Development  for 
the  Strategic  Change  area". 
The  coauthor  has  an  equally 
impressive  title  Ha  is 
"Global  Leader  of  the 
PricewaterhouseCoopers 
Fun  Value  Procurement 
priority  service  team”. 

If  a company  cannot 
manage  to  offer  a dear 
description  of  what  its  own 
people  do,  it  is  not  at  all 
surprising  that  it  makes 
such  a meal  out  of 
describing  the  jobs  of  others. 


In  the  same  post  I got  a 
booklet  from  another 
consultancy.  Bridgewater. 
This  publication  goes  to  the 
other  extreme  in  offering 
simplistic,  formulaic 
solutions  based  on  the  sound 
bites  from  20  esteemed 
business  leaders.  Yet  out  of 
these  sound  bites  some 
interesting  contradictions 
emerge.  The  leaders  all  pay 
lip-service  to  the  fashionable 
view  that  it  is  essential  for 
them  to  be  surrounded  by 
people  who  will  contradict 
them  nan  Wagner,  chief 
executive  of  Dialog,  puts  it: 
"You  need  people  to 
challenge  you  by  saying: 
"That's  not  the  right  way  to 
do  this  1 " 

But  on  the  next  page  the 
truth  of  the  matter  comes 
out  rather  more  strongly. 
Those  who  do  not  agree  with 
the  strategy  need  to  be  fired. 
“It's  Important  to  deal  with 
what  I call  'blockers'  - 
people  who  are  not  happy 
with  the  vision  - because 
they  tend  to  subvert  the 

mmmitmpnt  of  those  amiinri 

them.”  says  the  chief 
executive  of  English  China 
Clays.  The  sooner  you  fire 
these  people  the  better, 
echoes  the  chairman  of 
Unisys.  So  there  you  have  it 
Criticise  if  you  dare,  but  you 
better  be  prepared  to  back 
down  quickly.  Otherwise  it 
could  cost  you  your  job. 

tucy.keUauxqtfaFT.com 
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EDUCATION  APPOINTMENTS 


University  of  Oxford 

Said  Business  School 


The  Said  Business  School,  the  University  of  Oxford’s  business  school,  b in  the  process  of 
estabfishing  itself  as  one  of  Europe's  leading  centres  for  management  education.  The  School 
is  taking  full  advantage  of  being  integrated  into  the  heart  of  one  of  the  world's  greatest 
universities  in  developing  its  programme  of  teaching  and  research.  By  2001,  it  w»  have  a 
new  £25  inffion  builcfing  teat  wflt  provide  outstanding  facSties  far  faculty  and  studerSs. 

The  School  is  engaged  in  a major  expansion  of  its  undergraduate,  postgraduate, 
executive  education  and  research  programmes.  As  part  of  this  process.  It  Is  seeking,  in 
corq'unction  with  colleges  of  the  University,  to  appoint  sbc  new  lecturers. 

The  specialisms  and  colege  associations  of  the  six  posts  are  as  fotows: 


Strategy,  In  association  wtth  a Fellowship  at  Brasanosa  CoBegs; 


New  Business  Development,  In  association  ninth  a Fellowship  at 
Exeter  College; 


Finance,  in  association  with  a FeHowsMp  at  Lincoln  College; 


Operations  Management,  in  association  with  a Fellowship  at 
St  Hugh's  College; 


Marketing,  in  association  with  a Fellowship  at  Worcester  Coflega; 


A further  opportunity  for  a successful  woman  cancfidste  is  available  at 
St  Hilda's  College.  The  area  of  academic  spedaBsm  is  open. 

Further  particulars  containing  details  of  the  duties  and  full  range  of  emoluments  and 
allowances  attaching  to  the  university  and  college  posts,  may  be  obtained  from 
Deborah  Usbuma,  Said  Business  School,  Raddrffe  Infirmary,  Woodstock  Road, 
Oxford  0X2  6HB,  (tab  01865  22BS21,  e-maifc  acvacsOBbs^xjc:uk)  to  whom  completed 
applications  (ten  copies  or  one  If  airmailing)  should  be  sent  by  23  February  1999. 
Interviews  wffl  be  held  on  15/16  March.  Asther  dataSs  about  tha  Said  Business  School 
can  be  found  cm  www.shaxacac.ulc.  Further  posts  wifl  be  advertised  in  the  fbBowfctg 
academic  year  and  potential  candidates  in  any  area  of  management  are  invited  to 
register  their  Interest. 

The  University  is  en  Equal  Opportunities  Employer 
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BUSINESS  TRAVEL  NEW  AIRLINE  ALLIANCE 


Oneworld.  lots  of  benefits 


Roger  Bray  looks  at  the  advantages  of  a deal  that  has  satisfied 
competition  authorities  and  hopes  to  do  the  same  for  customers 


Oneworld,  a tie-up 
between  British  Air- 
3 ways,  American  Air- 
lines and  three  other  inter- 
national carriers,  comes  into 
effect  today  offering  huge 
benefits  to  business  travel- 
lers. What  are  these  bene- 
fits? And  why  sbonld  this 
alliance  be  acceptable  to  thp 
competition  authorities  on 
both  sides  of  the  Atlantic 
when  BA’s  proposed,  sepa- 
rate deal  with  American  is 
not? 

Oneworld's  other  members 
are  Canadian  Airlines. 
Cathay  Pacific  and  Qantas. 
(A  sixth  partner,  Finn  air. 
joined  late  and  will  not 
introduce  service  changes 
until  later  this  year.)  The 
five  airlines  will  offer 
through  check-in  on  most 
services,  although  it  is  still 
not  possible  to  check  bags  to 
onward  destinations  within 
the  US  without  passing 
through  customs  at  a gate- 
way airport  Wherever  possi- 
ble, the  airlines  will  move 
arrival  and  departure  gates 
close  together  to  cut  hassle 
for  connecting  passengers. 


The  airlines  also  promise 
that  staff  will  treat  their 
partners*  passengers  as  if 
they  were  their  own.  Travel- 
lers belonging  to  all  five  fre- 
quent-flyer schemes  can 
earn  and  redeem  miles  on 
any  of  the  partners’  flights. 
Tbose  eligible  will  have 

aiyp«  to  more  than  CWI  air. 

port  lounges,  priority 
check-in,  standby  and  wait- 
listing, and  common  stickers 
will  be  Issued  for  each  air- 
line’s top  tier  cards. 

There  are  complications, 
however.  Oneworld  is 
designed  to  avoid  US  anti- 
trust objections  because  it 
does  not  involve  any  new 
attempt  to  standardise  fores 
or  juggle  with  capacity  or 
flight  frequencies.  But  while 
argument  about  the  BA- 
American  deal  rumbles  on, 
points  earned  with  one  on 
North  Atlantic  flights  will 
not  count  towards  top  tier 
membership  with  the  other. 

And  while  other  carriers 
within  the  group  may  be 
able  to  dovetail  connecting 
flight  times,  American  says 
it  is  not  yet  allowed  to  do 


that  with  BA.  A spokesman 
says:  “Without  antitrust 
immunity  there  are  four 
things  we  can't  talk  to  BA 
about:  scheduling,  pricing, 
frequency,  capacity.” 
Nevertheless,  this  kind  of 
alliance  appears  to  offer 


The  airlines 
promise  that  staff 
will  treat  partners’ 
passengers  as 
their  own 


business  passengers  most  of 
the  benefits  of  the  closer  and 
more  controversial  link, 
with  few,  if  any,  of  the  per- 
ceived drawbacks. 

Whatever  kind  of  relation- 
ship they  strike  up,  airlines 
still  have  an  uphill  task  per- 
suading sceptical  travellers 
that  there  is  much  in  it  for 
the  customer.  A recent 
worldwide  survey  of  long- 
haul  business  passengers  by 


the  International  Air  Trans- 
port Association  showed 
almost  one-in-five  disagreed 
to  some  degree  with  the 
proposition  that  they  derive 
advantages  from  such  deals. 

The  main  perceived  risk  is 
that  alliances  will  stifle  com- 
petition and  farce  up  fores. 
A study  by  academics  at  the 
University  of  Illinois  claimed 
recently  that  co-operation 
between  United  Airlines, 
Lufthansa  and  SAS,  mem- 
bers of  the  rival  Stir  Alli- 
ance, had  held  prices  down. 
It  found  that  on  interna- 
tional routes  where  passen- 
gers make  connections,  their 
fores  were  36  per  cent  lower 
than  those  charged  by  carri- 
ers not  in  the  group. 

It  concluded  that  interna- 
tional alliances  “generate 
substantial  price  benefits” 
for  passengers  switching 
between  flights  operated  by 
their  members,  and  that 
there  was  no  clear  evidence 
that  they  reduced  competi- 
tion on  routes  between  gate- 
way airports. 

If  the  United  link  with 
Lufthansa  and  SAS  were  ter- 
minated, It  said,  fares  would 
rise  substantially  in  all  of 
the  connecting  markets 


served  by  the  three  carriers. 
The  study  calculated  that,  if 
the  alliance  did  not  exist,  the 
cumulative  cost  to  passen- 
gers in  higher  fares  "would 
range  between  US$50m  and 
S82m  per  year”. 

But  the  US  Justice  Depart- 
ment. which  is  looking 
closely  at  the  issue,  remains 
unconvinced.  And  the 
National  Business  Travel 
Association,  which  repre- 
sents more  than  2,000  US 
travel  managers  and  service 
providers  such  as  hotel 
groups,  is  concerned  that 
links  between  carriers  may- 
mean  a reduction  in  choice 
of  flights. 

As  to  whether  alliance 
members  were  making 
changing  aircraft  easier  by 
altering  schedules  or  sharing 
terminals,  an  NBTA  spokes- 
woman said:  “I  don’t  think 
we  have  seen  much  of  that 
yet-  We  are  hoping  for  a win- 
win  situation  where  travel- 
lers will  be  able  to  move 
seamlessly  through  an  air 
transportation  system  which 
is  becoming  ever  more  com- 
plicated and  at  the  same 
time  individuals  and  corpo- 
rations will  enjoy  lower 
fores." 


IT  DISTRIBUTED  SYSTEMS 

Clustered 
PCs  do  a 
‘super’  job 


High-performance 
computers  are  very 
expensive,  but  there 
is  an  alternative, 
writes  Paul  Talacko 

PSome  computing 
tasks  can  be  carried 
out  only  by  top  of  the 
range  computers.  Yet  while 
PCs  have  plummeted  in 
price,  the  cost  of  these 
"supercomputers”  has 
remained  obstinately  high 
The  solution,  say  many 
scientists,  is  to  mimic  super- 
computers by  cobbling 
together  dozens  of  cheap 
PCs.  The  result  is  a “distrib- 
uted supercomputer”,  and 
the  concept  is  becoming 
increasingly  popular  in  sci- 
ence, engineering,  industry 
and  medicine. 

One  of  the  pioneers  of  this 
type  of  system,  also  known 
as  parallel  computing,  is 
Thomas  Sterling,  senior  sci- 
entist at  Nasa’s  Center  of 
Excellence  in  Space  Data 
and  Information  Sciences. 
With  colleagues,  he  devel- 
oped the  so-called  Beowulf 
class  of  distributed  super- 
computer system  In  1994. 

But  other  organisations 
are  also  involved  - notably 
Inktomi,  the  Silicon  Valley 
company  whose  internet 
search-engine  software  is 
rooted  in  computer  cluster- 
ing technology. 

Beowulf,  says  Mr  Sterling, 
was  the  result  of  a number 
of  coincidences,  intending  a 
request  from  Nasa  for  a 
machine  of  a certain  capabil- 
ity, and  the  availability  of 
cheap  mass-produced  hard- 
ware and  the  necessary  soft- 
ware expertise. 

Nasa  required  a high- 
performance  1 gigaflop  (one 
thousand  million  floating- 
point operations  per  second) 
computer  for  an  earth  and 
space  sciences  project  at  the 
Goddard  Space  Flight  Cen- 


ter. But  the  budget  was  a 
measly  950,000,  far  too  low 
for  a high-performance  com- 
puter. 

“I  did  an  analysis  and 
found  that  the  mass  market 
approach  would  have  the 
required  performance,"  says 
Mr  Sterling.  "We  could  link 
the  PCs  together  with  net- 
working cables  and  use  the 
emerging  Linux  operating 
system.  A colleague,  Donald 
Becker,  had  the  software 
expertise  to  make  it  work.” 

Applications  for  Beowulf 
class  systems,  he  says, 
include  cosmological  Simula- 
Sons,  simulations  of  the  sun 
and  the  effect  of  solar  wind 
on  the  atmosphere,  climate 
mndsic,  simulating  *hf>  struc- 
ture of  airframes,  fluid 
dynamics,  nuclear  fusion 
power  plants  and  car 
crashes. 

Tn  the  commercial  sphere 
applications  have  mush- 
roomed, in  particular  in  the 
field  of  web  servers  and  for 
databases,  and  in  the  area  of 
data  analysis  or  "data  min- 
ing” where  companies  are 
looking  for  purchasing  pat- 
terns among  customers. 


i 


Computer  duster:  Hrothgar  is  a Beowulf  class  system  in  operation  at 


CAT  (computer-aided  tomog- 
raphy) and  NMR  (nuclear 
magnetic  resonance)  scans. 
"Often  it  takes  hours  for  the 
computers  to  do  calcula- 
tions, and  in  some  cases  this 
can  be  life  threatening.  A 
Beowulf  class  system  may 
reduce  this  considerably,” 
says  Mr  Sterling. 

But  be  admits  that  Beo- 
wulf class  systems  cannot 
always  be  used  as  substi- 
tutes for  supercomputers. 
Some  problems  are  Inher- 
ently "serial”  in  nature,  such 
as  those  in  crypto-analysis 
and  particle  phenomenology. 


A Beowulf  teraflop  machine  should 
cost  $1m,  compared  with  $1O0m  for 
an  equivalent  supercomputer 


One  of.  the  most  important 
distributed  supercomputer 
projects  is  the  Avalon  com- 
puter at  the  Los  Alamos 
National  Laboratory.  This  is 
a 10  gigaflop  maeMnn  that 
cost  only  9150.000  and  ia 
used  as  a general  purpose 
supercomputer  for  applica- 
tions ranging  from  astro- 
physics to  molecular  dynam- 
ics. ' 

In  medicine,  use  of  Beo- 
wulf systems  is  growing  rap1 
idly  for  identifying  such 
things  as  brain  tumours  on 


so  cannot  be  bandied  by 
smaller  PCs  working 
together  in  parallel. 

Development  of  Beowulf  is 
continuing  and  within  18 
months  Beowulf  systems 
wiH  be  able  to  comprise  1,000 
linked  computers  forming 
machines  capable  of  1 teraf- 
lop ft  million  million  float- 
ing-point operations  per  sec- 
ond). The  price  of  a Beowulf 
teraflop  machine  should  be 
about  91m.  compared  with 
9100m  for  an  equivalent 
supercomputer. 


Meanwhile,  Inktomi, 
founded  In  1996  by  Eric 
Brewer  and  Paul  Gauthier, 
researchers  at  the  University 
of  California  at  Berkeley,  is 
already  making  money  from 
its  own  computer  clustering 
technology. 

“The  clusters  in  which 
Inktomi  specialises  are  ideal 
for  sorting  large  quantities 
of  data,”  says  Mr  Brewer, 
“but  they  are  also  ideal  for 
rendering  images,  and  many 
of  the  special  effects  on  the 
feature  films  Toy  Story  and 
Titanic  were  achieved  using 
this  technology.” 

The  Inktomi  system  is  aim 
well  suited  for  "caching". 
This  involves  storing  fre- 
quently accessed  web  pages 
at  a site  nearer  to  users  and 
therefore  substantially 
increasing  access  times. 
“The  cluster  that  Inktomi 
has  installed  for  the  internet 
server  provider  America  On- 
Line  can  handle  more  than  a 
billion  hits  per  day,”  says  Mr 
Brewer. 

Inktomi  is  also  developing 
a shopping  search  engine 
based,  era  its  clustering  tech- 
nology.' “As  in  other  implica- 
tions this  focuses  on  data 
intensive  processing  allow- 
ing users  to  search  through 
data  vary  quickly."  he  says. 

. In  addition  to  the  lower 
cost  of  Inktomi  systems  com- 
pared with  traditional  high- 
performance  computers. 


there  are  a number  Disadvan- 
tages to  this  dusternc  tech- 
nology, he  says.  “Ft  one, 
every  time  you  add  Mother 
PC  to  the  cluster  you  tet  an 
additional  input/outpi  bus 
{connection].”  That 
increases  the  band  ridth 
available,  increasing  data 
transfer  speeds. 

"Another  benefit,”  he  pays, 
“is  that  on  the  internet, 
machines  must  be  up  a bt  of 
the  time,  and  a cluster  has 
the  advantage  that  in 
node  DPC]  goes  down  the 
remainder  of  the  cluter 
remains  working.”  Also  he 
says,  it  is  easy  to  add  neges, 
so  a business  can  inc 
capacity  when  it  needsTto, 
rather  than  having  to  anfei- 
pate  growth  rates. 

But  it  is  cost  that  Mr 
Brewer  believes  will  con- 
tinue to  drive  the  market 
distributed  supercomput 
especially  as  programming 
methods  become  rac 
sophisticated.  In  additic 
with  projects  creating  cli 
ters  using  commercial  opt 
ating  systems  such  as  Micr 
soft's  Windows  NT  ai_ 
Apple's  MacOS,  the  numbd- 
of  distributed  supei 
computers  is  bound  to 
increase. 

Mr  Starling,  too.  is  enthu- 
siastic about  the  future: 
“Every  computer  science 
department  will  soon  have 
its  own  Beowulf.” 
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(•  (•  Geneva’s  Private 

m 

Bankers  did  not  just 
improve  the  profession. 

it*)*) 

We,  the  Private  Bankers  of  Geneva,  are  proud  to  have  cre- 
ated, two  centuries  ago,  a vocation  that  continues  to  bring 
so  much  to  this  city  and,  very  importantly,  to  our  clients.  As  well 
as  astute  asset  management,  it  comprises  a level  of  personal  ser- 
vice and  respect  for  privacy  that  cannot  be  duplicated  elsewhere. 


Geneva's  Private  Bankers 

LIBERTY  - INDEPENDENCE  • RESPONSIBILITY 

In  Geneva: 

BORDIER  & Cie  - DARIER  HENTSCH  & Cie  - LOMBARD  ODIER  & Cie 

(1844)  { 1796)  (1798) 


- MIRABAUD  & Cie  - PICTET  & Cie 

(1819)  (1805) 


•The  Groupemenldes  Bampsos  Prive  Gowns  s not  regulated  in  the  Unfed  Kingdom  and  does  not  condud  any  muetment  business  in  ttelmiied  Kingdom.  Ttepiota^afl^^ 

compensation  under  die  Investors  Cbmfwnsation  Scheme  would  not  be  available,  This  advertBement  has  been  approved  by  Lombard  Odkr  Private  Asset  Management  Limited  and  Pictet  Asset  Management  UK  Limited,  regulated  by  IMRO». 
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INSIDE  TRACK 


BUSINESS  EDUCATION  ENVIRONMENT 

Green  idea 
ready  to 
take  root 
at  school 


Educators  have 
been  slow  to  grasp 
environmental 
issues,  writes 

Vanessa  Houlder 

H"The  sustainability 
agenda  is  developing 
faster  than  any  other 
part  of  the  business  agenda 
and  ...the  relevant  under- 
standing and  skills  are  likely 
to  be  necessary  conditions  of 
success  in  the  21st  century 
business  world. " Ltoio  Desi- 
mone, chairman  3M. 

Growing  numbers  of  busi- 
ness leaders  are  prepared  to 
endorse  the  importance  of 
environmental  management 
skills.  Bat  if  business 
schools  are  a sensitive 
barometer  of  the  concerns  of 
companies,  the  much- 
vaunted  “greening"  of  busi- 
ness has  a long  way  to  go. 

Environmental  !«««*>«  are 
rarely  incorporated  into  the 
core  curriculum  of  business 
schools;  recruiters  are  rarely 
interested  in  environmental 
expertise  and  schools'  com- 
mitment to  environmental 
issues  usually  lapses  with 
the  departure  of  the  member 
of  faculty  who  championed 
them. 

These  are  the  conclusions 
of  a study  of  US  business 
schools  by  the  World 
Resources  Institute,  a Wash- 
ington-based think  tank. 
“Business-environment 
interactions  remain  outside 
the  mainstream  of  business 
school  thinking  and  analy- 
sis," it  said. 

And  yet,  in  a handful  of 
US  business  schools,  envi- 
ronmental management  is 
being  taken  increasingly 
seriously.  The  WRI  high- 
lighted George  Washington 
University,  Stem.  Kellogg, 


University  of  Michigan  Uni- 
versity of  North  Carolina- 
Chapel  Hill,  University  of 
Tennessee-Knoxvffle,  Darden 
and  the  University  of  Wash- 
ington for  their  "outstand- 
ing” curricula  and  activities 
focusing  on  the  environ- 
ment. 

These  schools  - and  a 
number  of  others  that  are  . 
launching  environmental 
courses  - believe  they  are 
responding  to  the  needs  of 
business  in  Integrating  envi- 
ronmental issues  into  their 
curriculum.  As  Joseph 
White,  dean  of  the  Univea> 
slty  of  Michigan  Business 
School,  puts  It:  “Environ- 
mental issues  have  become  a 
matter  of  central  concern  to 
business.  They  also  create 
great  business  opportuni- 
ties." 

Courses  on  environmental 
management  are  ai«>  emerg- 
ing in  Europe.  Some  offer  an 
unconventional  approach  to 
business  teaching,  notably 
the  New  Academy  of  Busi- 
ness, which  was  set  up  by 
Anita  Roddick,  the  founder 
of  Body  Shop. 

This  runs  a short  course 
for  British  Airways  at  Lan- 
caster University  and  a two 
year  part-time  MSc  at  Bath 
University  covering  corpo- 
rate citizenship,  sustainable 
development,  fair  trade, 
human  rights  and  the  inter- 
dependency of  the  north  and 
south,  ft  is  exploring  the  pos- 
sibility of  putting  together 
an  MBA  programme  run  by 
four  European  inriwTsltlftH 

But  the  environment  aim 
plays  a prominent  role  on 
the  agenda  at  some  main- 
stream business  schools, 
such  as  DID  In  Switzerland. 
Its  approach  to  the  environ- 
ment is  overseen  by  Ulrich 
Steger,  who  is  credited  with 
starting  the  first  environ- 
ment management  course  In 


1987,  which  was  run  by  the 
European  Business  School. 

Prof  Steger  says  the  US  is 
five  years  behind  Europe 
when  it  comes  to  Interest  in 

environmental  management 

He  traces  the  emergence  of 
environmental  management 
courses  in  Europe  to  a 
change  in  attitude  on  the 
part  of  business,  which  has 
gradually  shifted  from  view- 


professors  have  been  slow  to 
grasp  Its  importance.  “The 
novelty  of  environmental 
management  as  a subject  of 
business  academics  could 
explain  resistance  to  consid- 
ering this  an  important  busi- 
ness issue." 

Another  explanation  is 
that  Btndents  do  not  always 
perceive  its  relevance.  At 
IMD,  according  to  Prof 


dents  are  familiar  with  envi- 
ronmental management 


'Environmental  issues  have  become  a 
concern  of  business.  They  also  create 
great  business  opportunities1 


Log  environmental  protec- 
tion as  a necessary  evil  to 
seeing  it  as  a source  of  com- 
petitive advantage.  This 
trend  is  also  under  way  in 
the  US,  although  it  fom  been 
slowed  by  a'  different 
approach  to  regulation  and 
pricing  of  energy  and  waste 
disposal. 

So  why.  if  the  environ- 
ment is  faikan  seriously  by 
business  leaders,  are  the 
business  schools  slow  to 
emphasise  its  importance? 
One  possibility,  says  the 
WRI,  is  that  business  school 


Steger,  students  fall  into 
three,  roughly  equal,  groups. 
One  third  are  very  interested 
in  environmental  issues; 
another  third  are  prepared 
to  be  convinced,  while  the 
rest  are  entirely  unrespon- 
sive. 

At  US  business  schools, 
student  enrolment  in  elec- 
tive courses  has  . not 
increased  as  quickly  as 
expected,  according  to  the 
WRI  survey.  The  reason,  it 
Suggests,  is  that  corporate 
recruiters  are  rarely  inter- 
ested in  whether  MBA  stu- 


There, it  seems,  Is  the  rub. 
Most  MBA  students  will  not 
take  a particular  interest  in 
the  environment  unless  it 
makes  sense  for  their 
careers.  And  - in  spite  of 
support  by  many  chief  exec- 
utives - the  commitment  to 
the  environment  does  not 
trickle  down  to  managers 
and  recruiters. 

"As  long  as  environment 
is  a marginalised  part  of  the 
business  community,  tti«» 
incentive  is  not  there  for 
managers  or  business 
schools  to  do  xt.”  says  Steve 
Vlederman,  president  of 
Jessie  Smith  Noyes  Founda- 
tion, a US  foundation  Quit 
uses  companies’  environ- 
mental credentials  to  guide 
its  investment  decisions. 

The  perception  that  the 
environment  is  a fringe  Issue 
is  being  perpetuated  by  the 
approach  of  many  business 
schools.  Their  coverage  of 
the  environment  is  concen- 
trated in  a few  disciplines 
such  a b strategy,  ethics, 
business  and  society  and 
conflict  negotiations.  “As  a 
result,  business  school  stu- 
dents are  trained  to  think  of 


the  environment  as  a regula- 
tory or  social  concern  not 
central  to  competitive  suc- 
cess, "says  the  WRI  " - 
So  what  is  the  way  for 
ward  for  business  schools? 
The  answer,  it  seems,  lies 
with  integrating  environ- 
mental  Issues  into  the  teach- 
ing of  other  disciplines. 
“Incorporating  environmen- 
tal management  .into  exist- 
ing classes,,  both  required 
and  elective,  offers  the  best 
strategy  for  giving  all -stu- 
dents general  exposure  to 
environment-business  inter- 
actions;" says  the  WRL 
Prof  Steger  has.  reached 
the  same  conclusion.  He 
describes  courses  that  purely 
focus  on  the  environment  as 
a “non-starter”.  Instead  of 
attempting  to  turn  out'  envi- 
ronmental specialists,  busi- 
ness schools  should  try  to 
train  managers  with,  exper- 
tise in  traditional  itiBripwiriee 
who  are  also  aware  of  envi- 
ronmental issues.  ’ 

• Environmental  Issues 
must  be  Included  in  the 
mainstream  of  business 
thinking,  he  says.  "Unless 
the  environment  is  taken 
into  account  as  part  of  busi- 
ness decision  making.  It  will 
always  be  an  upbiH  battle.” 


NEWSRfflM£6MPUS 


Chicago  busjness 
school to  set  up 
campus  in  Asia 

The  University  of  Chicago  r 
graduate  School  of  business 
has  officially  anhbwicid  that" 
Jt  wfli-  set  up  a permanent 
campus  In  Slngapon^TTw'7  - 
campus  will  be  simSar  fo  its 
-efts  hr ‘central  Barcelona"  ' 
where  Chicago  faculty  teach 
toe  execufiye  MBA  r 
programing  and  short  /> 
exeqdiveifoflramriies.  : ' . 

The  campus  wiH-toe  foe  ' 
first  permanent  dta-ln  Asia:-  ' 

set  up  by  a US  buwnesa  ... 
atoooLHowever,  insead,  in 
France,  Announced  last  .year, 
that  it  wiB  set  lip  a dupHcate  • 
of  its  Fontainebleau  campus  - 
in  Singapore. 

Classes  for  the  Chicago 
executive  MBA  programme 
wilt  begin  in  autumn  2000  ~ ~i 
and  are  intended  for  ~:P‘ 
executives  who  want  to  - 
study  while  working.  The-, 
programme  wffl  tifelaughf  »-£ 
16. one-week  modules  . 

.spread  over  IS  months  aid  ; 
for  part  oftoe  programme:  ■' 
participants  wffi  be  taught  ;.  . 
alongside  their  peers  from  ' - 
the  executive  MBA  courses 
In  Chicago  and  Barcelona. 
Participants  from 
Singapore  w31  have  to  travel .. 
to  Chicago  and  Barcelona 
as  part  of  the 
programme. 

The  new  campus  Is  a 
buflding  with  national 
heritage  status  and  is 
situated  in  the  Orchard  Road 
section  of  Singapore.- The 
House  of  Tan  Yeok  Nee,  asr 
rt  Is  called,  will  be  . 
completely  tiiurtaltoad  . J 
before  the' start  of  the 
programme,  , 

Chicago: 

www-gsb.uchhago.  edu 

Student  award 
scheme 

The  UK's  Association  of 
Business  Schools  wiH  today 

laiatch  an  award  scheme 

which  gives  £5,000  worth  of  - 
prizes  to  management 
students.  The  scheme  has  a 


nufnber  of  categories  for  . 
b^'Orkforgraduates  and- 
MBAs.  Closing  date  for:, 
-applications  is  April. 30^  7. 
ASS."  www.ffx»‘ "Obs.arg.uk . 

Investment  Id) 
plan  at  Ohio 

Waiam-rMT  Batten,  former/ 
chairman  of  the  "New  York 
Stock  Btehange,  has  given 
$500,000  (£303,000)  to  the  - 
Rafter  Ctotege  of  Business  , 
at  Ohfo  State  University  to 
set  up  the  Batten  investment 

Urimratory/lt  will -be  used 

‘ bytoe  Student  Investment 

Management  class,  which 
.Invests  In  the  stock 
exchange.  ln.199Qjts ...  — — : 
investment  portfolio  was  '■ 
worth  S6m;  today  it  is  worth 
SI  5m.  . 

; Mr  Batten  was  chairman  ' 

' of  the  New  York  Stock 
exchange  from  1976  to  1984 
-end  was  chief  executive  of. 
J.C.  Penney  before  that  He 
.is  also  an  alumnus  of  Ohio  •: 
-State  University.  — - 
■Fisher  Cottage: 
vnyw.cob.cfochStBtB.edu 

Swiss  venue  for 
symposium 

Students  from  toe  University 
of  St  Gallen,  in  Switzerland,, 
and  Harvard  are  organising 
an  International  Management 
Symposium  in  Switzerland  tn 
May  and  June.  The  - 
symposium,  founded  in 
1969,  traditionally  attracts 
top  business  leaders  as  wed 
as -stud  ants  from  diversities' 
woridwfde.  . 

St  Gotten:  wwwJsc.  urttsg.ch 

Kellogg  dean’s 
honorary  award 

Donald  Jacobs,  dean  of  the . 
Kellogg  school  at  . . - - 

Northwestern  University,  has . 
-received  an  tionpnuy  7 . 
doctoral  degree  from.. 
-Nqenrode  University  fai  the 
Netherlands.  The  award  fsto 
recognise  hes  work  in 
devefopng  and  promoting 
management  education. 
Mjenrode:  wwwfofanmdeMl 


information  for  Maws  from  Creqma  dank!  be  rent  to  Della  Bradshaw, 

The  Rnandal  Times,  One  SouOMark  Bridge,  London  SEl  UHL 
Tel.  44  171 .873  4673  Fa*  44 171  873  3950 


CABLE  & WIRELESS 


Celebrated  in  print,  on  film  and  even  in  song, 
highways  are  part  of  America's  culture. 

This  year  we  acquired  one  of  the  biggest  ■ 
SuperHlghways  in  toe  USA. 

We  now  own  and  operate  one  of  toe 
world’s  premier  Internet  networks  with  toe 
ability  to  offer  our  customers  not  just  toe 


latest  in  communications,  but  the  future  of 


com  municadons. 


It’s  for  innovations  like  this  that  we  created 


Cable  & Wireless  Global  Businesses. 


A genuine  response  to  our  customers'  needs, 


It  means  we  can  deliver  toe  world-wide  reach 


they  demand  and  guarantee  network  reliability. 
Cable  & Wireless  is  one  of  the  world's  largest 


carriers  of  international  traffic 


We  want  to  lead  the  world  in  integrated 


communications. 


If  anyone  can  do  it  Cable  & Wireless  can. 


And  will. 


For  more  Information  please  call: 
+44  (0)  171  315  6196 
www.cabtewirdass.com 
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THE  ARTS 


MADRID 

In  its  eaQerfy*EHTtJcjpqted  B Greco 


Bomomtea  Museum  follows  hto 
apprenticeship  in  Crete 
and  Italy,  in  an  attempt  toshed 
on  Wa  subsequent  "Spanish 
^rans^^«tion".  TlW  show, 
comprising  80  works  from  the 
yearn  1560-1600.  opens  on  • 
Thursday  and  runs  uritfl  May  16. 

GLASGOW 

In  the  space  of  two  yearn. 
Scottish  cSrector-deskMw  David 

^VIcarhasbecSMS^oflhe 

hottest  properties  in  International 
opera.  On  Saturday  ha  returns  to 
the  Theatre  Royal  tor  Scottish  • 

Opera’s  new  production  of  Der 
flosantovafier.  Richard 
Armstrong  conducts,  and  Joan 

Rodgers  (right)  ts  the 
MarechaJfln. 


LOS  ANGELES 

Degas's  hitherto  unnoticed  - 
interest  in  photography  is  ' 

explored  in  an  exhbition  opening 
at  the  Getty  Museum  tomorrow.- 


First  seen  in  New  York  test 
autumn,  the  shew  travels  to-  . -.’ 
Paris  in  May. 

EDINBURGH 

An^xhtoftfon.openfng  at  tee. : f 
■ National  Gafiary  of  Scotiahd  on  ■' 
Friday  sheds  fight  on  oni&ofthe 
most  celebrated  of  British  V 
ai5hitects."Robert  Adam;  The_ 
Oeetive  Mind*  presents  a r:  -> 
selection  from  hts  rich  legacy  of 
architectural  drawings,  starting 
wftiifeteBmtoirintherrad-  - 
1750a,  andcukninating wtthhis- 
studie3for  Cidzean  Castle  arid 


PARIS  r:i 

Phytfda  Lloyd's  staging  of  ; - 

Macbeth  was  originally  Intended 
as  a final  flourish  for  the iRayaT 
Operabeforethe  closure  of 
Covert  Gaidai  in  1997  - bih  - r 


tesHmiutft  technical  hitches 
forced  its  abandonment  As  a oo- 
, prcwfoction  with  the  Paris  Opera, 
-however,  it  filially  comes  to  fife  at 
theBastffleon 
; Wednesday.  Gary 
Bartini  conducts, 
and  the.  ■■■■■: 

Macbethsare 
sung'byJaan- 

Phfflppo- 

.Latent  and. 
mana  . 

Guleghina.' . 

CHICAGO 

After  vfetts  to 
^Rotterdari  tonitfit 
and  London's  - 

^Festival  Hall  on 
Tfnjreday.  Rfccardo;  Chaffly 
and  the  Royal  Concertgebouw 
Orchestra  cross  tire  Aflame  for  a 
sbe-dty  US  tour,  it  opens  at 


Chicago's  Orchestra  Hall  on 
Sunday,  and  takes  in  New  York 
on  February  12  and:14.  . . . 

NEW  YORK 

Caryl  ChurchHl's  - - 
Blue  Heart 
douWe-Wn,  fkst 
seen  at 
London's 
"Royal  Court 
■In  1997+ is  ..  ’ 
new  in  New 
.Vorkthis 
week.  Male, 
jjpoftwb.  - 
flfatinct  one-act 
plays.  In  a - ■ 
staging  by.Out  of 
Joint,  the  whole  Is  . 
directed,  as  ft.Lbridon,  by  . . 
Max  Staffbrd-Ctark. The  venue  is 
Brooklyn  Academy  of  Music’s 
Majestic  Theatre  and  the  cast 


includes  GabrieUe  Blunt  and 
Pearce  Qugfey  (left). 

Uma  Thurman  is  the  latest 
Hoflywobd  star  to  grace  the 
stage,  in  a new  version  of  ' 
Mofldre's  comedy  Lb 
UtisariOvopa,  currently  In 
previews  at  the  Classic  Stage 
Company.  Adapted  by  Martin 
Crimp,  the  play  is  sat  London, 
and  co-stars  Roger  Rees. 

LONDON 

Biiiminghani  Royal  BaBet  comes 
back  to  London  for.  a first  season 
in  thanew -Sadler's  Welts  Theatre, 
pJaytog  a week  of  Davfd  BfntJey's 
bold  historical  epic  Edward  II 
(right)  - and  no  holds  barred  In 
the  hot-poker  division.  Next  . 
week,  avaried  repertory  includes 
Ninette  de  Valois'  adorable 
Prospect  Before  Us  and  Twyta 
Tharp's  In  the  Upper  Room. 


Dosso  treats  the  meet  commonplace  adjects  wfft  meipirtwl  lalwr  lDiunlwnnM»',  ft.152t 

NEW  YORK  EXHIBITION  DOSSO  D0SS1 


Master  with  a comic  touch 

Paul  Jeromack  enjoys  the  humour  and  hiffnanrty  in  the  work  of  a 16th-century  Italian  court  painter 


THEATRE  INLONDON 

Little  focus 
provided  for 
actorly  skills 


At  a time  when  most 
American  museums  have 
abandoned  exhibitions  of  old 
masters  in  favour  of  yet 
another  Impresslonist-of-the- 
month  extravaganza,  the 
Metropolitan  Museum  of  Art 
in  New  York  has  persevered 
in  mounting  thoughtful  and 
compelling  exhibitions  on 
painters  few  Americans  have 
heard  of. 

Its  most  recent  revelation 
is  the  magnificent  Dosso 
Dossi:  Court  Painter  in 
Renaissance  Ferrara,  organ- 
ised in  conjunction  with  the 
Ministero  per  I Beni  Cultur- 
al! e Ambientali  of  Ferrara 
and  the  J.  Paul  Getty 
Museum  in  Los  Angeles. 

Dosso,  whose  nickname 
derived  from  the  name  of 
some  family  property,  was 
boro  Giovanni  de'  Luteri  in 
Ferrara  in  about  1486,  the 
son  of  a bursar  in  the  service 
of  Duke  Ereole  I of  Ferrara. 
His  family  connections  at 
the  Ferrarese  court  must 
have  held  him  in  good  stead, 
for  by  1514  he  and  his 
younger  brother  Battista 
were  ensconced  as  the 
favoured  artists  of  Ercole's 
son  and  successor,  Alfonso 
d'Este.  under  whose  loyal 
patronage  he  remained  until 
his  death  in  1542. 

As  Renaissance  princes  go, 
Alfonso  was  more  interest- 
ing than  most.  Regarded  by 
lus  family  as  something  of 
an  unlettered  clod,  Alfonso 
preferred  military  adven- 
tures to  humanist  studies. 
He  enjoyed  the  decidedly 
Ignoble  hobbies  of  whittling 
his  own  flutes  and  chess- 
men, building  lutes  and 
other  musical  instruments, 
casting  cannon,  and  even 
throwing  his  own  pottery 
and  majolica  dinnerware. 
And  he  adored  artisans, 
musicians  and  poets  - to  his 
family's  horror,  he  actually 
dined  with  them  - and  was 
an  obsessive  collector  of 
antiquities  and  ancient 
coins,  and  a generous  patron 
of  art 

He  was,  it  seems,  the 
patron  every  painter  dreams 
of  having,  and  his  fondness 
for  the  Dossi  brothers  as  art- 
ists and  companions  may 
have  been  the  reason  Gior- 
gio Vasari,  the  Florentine 
painter  and  biographer  of 
Italian  artists,  dismissed 
them  so  readily. 

For  Vasari,  greatness  in 
painting  depended  on  strict 
adherence  to  the  Florentine 
and  Roman  grand  manner, 
exemplified  in  Michelangelo 
and  Raphael.  Dosso  was  well 
acquainted  with  their  works, 
yet  he  was  not  in  thrall  to 
them. 

Dosso  drew  inspiration 
from  a great  variety  of 
sources  - the  finely  finished 
panels  of  his  Ferrarese  pre- 
decessors Mazzolini  and 
Mainierl;  the  fleshy  eroti- 


cism and  coy  sensuality  of 
the  Roman,  Guido  Romano, 
and  the  Parmese.  Parmigi- 
anino, and,  most  notably, 
the  often  eccentric  and  anti- 
classical  works  of  Dutch  and 
German  artists. 

While  it  is  often  believed 
that  Dosso  gleaned  know- 
ledge of  northern  art  solely 
through  prints  (Dttrer's 
engravings  supplied  him 
with  animals  on  several 
instances),  his  highly 
pitched  colours,  picturesque 
fantasy  and  calligraphic 
flourishes  seem  to  suggest 
knowledge  of  paintings  by 
Lucas  Cranach.  Hans  Bal- 
dung  Grien  and  especially 
Albrecht  Altdorfer,  with 
whom  Dosso 's  landscapes 
have  a deep  affinity. 


But  Dosso  is  more  than 
merely  an  imaginative  eclec- 
tic. He  is  perhaps  the  most 
genial  of  all  16th-century 
Italian  artists,  capable  of 
treating  the  most  common- 
place subjects  with  unex- 
pected freshness.  Seldom  has 
St  Jerome’s  wilderness 
retreat  been  treated  so  invit- 
ingly, nestled  in  a forest 
glade  and  bordered  by  spar- 
kling lakes,  while  the 
Madonna  and  Child  are  sere- 
naded by  angels  holding 
almost  comically  oversized 
song-sheets. 

Even  as  altaxptece  devoted 
to  the  doctor  panxK  Cosmas 
and  Damien  has  a quirky 
twist,  as  one  massages  the 
sore  jaw  erf  a strapping  gen- 
tleman while  the  other  tri- 


umphantly holds  aloft  a 
glass  with  an  extracted 
tooth. 

But  Dosso  was  never  more 
in  his  element  than  when 
composing  a work  of  fantasy 
and  whimsical  allegory.  Here 
are  the  Met's  own  “Three 
Ages  of  Man”,  the  “Circe” 
from  Washington  (sur- 
rounded by  hapless  lovers 
turned  into  obedient  pets) 
and  the  Borghese  Gallery’s 
“Melissa”,  where  Ariosto’s 
enchantress,  bedecked  in  ori- 
ental robes  and  turban, 
peers  off  into  the  distance. 

Humour  was  an  integral 
part  of  Dosso 's  art.  as  shown 
in  the  low  comedy  of  the 
Punch  and  Judy  fury  of 
“Two  Women  Quarrelling”, 
and  the  still  unexplained 


so-called  "Allegory  of  Hercu- 
les” from  the  Uffizi,  of  a 
flower-wreathed  old  man 
mocked  by  a company  of 
grinning  buffoons,  bosomy 
courtesans  and  a fluffy  Mal- 
tese puppy-  A touch  of  com- 
edy is  evident  in  even  the 
monumental  “Allegory  of 
Fortune"  from  the  Getty, 
featuring  a AGchelangeles- 
que  nude  unsteadily  holding 
a cornucopia  while  squatting 
on  a large  bubble. 

There  is  one  unfortunate 
by-product  of  this  magnifi- 
cent exhibition.  Dosso' s light 
and  free  technique  has 
proved  especially  vulnerable 
to  over-zealous  restoration, 
and  several  pictures  - the 
‘Two  Scenes  from  the  Lite  of 
Christ"  from  Ferrara,  the 


Washington  "Scene  from  a 
Legend”,  and  the  allegorical 
rhomboids  from  Modena  - 
axe  either  complete  ruins  or 
scrubbed  shadows  of  their 
original  appearance. 

Most  instructive  is  the 
Getty’s  “Allegory  with  Pan”, 
which  has  come  down  to  us 
in  patchwork  state:  Dosso 
himself  seems  to  have  over- 
painted the  clothed  female 
figure,  which  was  then 
revealed  by  a radical,  19th- 
century  stripping.  What  one 
sees  today  may  be  all  by 
Dosso,  hut  it  Is  not  what  the 
artist  intended  at  aH 


Until  March  28  at  the  Metropoli- 
tan Museum  of  Art,  New  York, 
then  at  J-Paul  Getty  Museum, 
Los  Angeles,  April  27-July  11. 


Why  has  the  National 
Theatre  chosen  to  stage 
Alexander  Ostrovsky’s  play 
The  Forest?  It  is  fairly 
interesting  to  see  anything 
by  Ostrovsky  (1823-1886), 
but  at  no  point  in  The  Forest 
does  he  appear  at  his  most 
remarkable  or  his  most 
entertaining.  Why  has  Alan 

Ayckbourn,  a master  of 
theatrical  crnfUincm«htp, 

adapted  it  and  yet  left  its 
every  individual  scene 
feeling  too  long?  Why  has 
the  director  Anthony  Page, 
who  has  been  responsible 
far  several  of  London's 
finest  productions  in  recent 
years,  brought  this  one  to  so 
unsatisfying  a condition? 
None  of  the  performances  is 
quite  good  enough. 

The  Forest  was  written  in 
1870,  and  what  makes  it 
historically  interesting,  in 
parts,  is  the  way  that  it 
sometimes  seems  to 
anticipate  scenes  or 
character's  that  would  recur 
in  plays  by  several  later 
writers.  But  in  each  case 
you  cannot  help  feeling  that 
the  later  playwrights  did  it 
much  better.  The  characters 
will  remind  any 
theatregoers  of  plays  from 
Chekhov  to  Beckett;  and  the 
chatelaine,  Raisa  Pavlovna, 
happens  also,  by  chance,  to 
parallel  Natalia  Petrovna, 
heroine  of  Turgenev’s  play 
A Month  in  the  Country.  Big 
deal  But  at  the  National; 
one  cannot  even  trust  the 
historical  features  of 
Ayckbourn’s  version.  He 
gives  one  of  the  characters  a 
joke  about  Swan  Lake ; but 
that  ballet  was  not 
composed  until  1877,  seven 
years  after  Ostrovsky  wrote 
his  play. 

Yet  amid  aD  the  fog  of  the 
f ami  liar-feeling  scenario, 
there  are  odd  episodes  that 
suddenly  loom  out  with 
strange  freshness.  In 
particular,  the  startling 
tragic-comic  scene  in  Act 
Four  when  Aksyusha,  a 
young  dependant  of  Raisa 
Pavlovna's,  is  suddenly 
seized  by  a feeling  of  such 
despair,  her  life  so  hopeless 
while  controlled  by  others, 
that  she  tries  to  drown 
herself;  and  then  Gennady 
Neschastlivtsev,  her  cousin 
and  a wandering  actor,  not 
only,  saves  her  life  but 
restores  her  to  hope. 

In  this  scene  and 


elsewhere,  as  Gennady  ’ 

Neschastlivtsev.  1 have 
never  seen  Michael  Feast  1 

better.  But  the  role  needs  an 
actor  of  bursting 
spontaneity  and  abundant  -• 

charm:  two  qualities  the 
oyer-accomplished  Feast 
lacks.  Likewise,  Niamh  •' 

Linehan  shows  ns  all  the 
contrasting  facets  of 
Aksyusha  without  ever 
capturing  our  sympathy. 

But  she  has  talent;  so  do  « 

Darren  Tigfae  as  her  young 
lover  Pyotr  Ivanovich 
Vosmibratov,  and  David  • 

Bark-Jones  as  the  ‘ 

duplicitous,  young  Aleksey 
Sergeyevich  Bulanov,  who 
both  give  good 
performances  without  ever 
persuading  us  that  theirs  ’ 
are  good  roles.  ' 

A great  deal  of  the  comedy  * 
rests  on  Gennady's 
fellow-actor  Arkadiy 
Schastlivtsev,  played  here  * 
by  Michael  Williams.  But  1 
Williams  is  becoming  an 
unfunny  caricature  of 
actorliness:  his  very  voice  is  ' 
now  perpetually  disfigured 
by  a whinnying  vibrato.  ’ 
Frank  Windsor,  Royce  Mills,  ~ 
Windsor  Davies  and  Peter 
Gowen  contribute  four  * 
absolutely  staple  caricature 
performances:  standard 
stuff,  with  no  original  or 
spontaneous  touches 
anywhere.  The  best  and 
funniest  performance  is 
probably  that  of  Julie 
Legrand.  an  over-artfnl 
actress  who  nonetheless  is 
here  often  very  enjoyable  as 
Raisa’s  sly  and  flattering 
servant  (Rita. 

At  the  play's  centre  is 
Frances  de  la  Tour  as  Raisa 
Pavlovna.  Hers  - unusual 
for  this  actress  - is  a 
curiously  unresolved 
performance.  Her  voice  and 
her  delivery  of  the  lines  are 
assured  and,  if  anything, 
over-relaxed,  tipping  things 
to  the  brink  of  archness.  But 
her  gestures  and  body 
language  are  busy  and 
under-relaxed.  With  her,  as 
with  William  Dudley’s 
lavish  and  picturesque 
designs  - and  as  indeed 
with  the  whole  production  - 
one  sees  abundant  skills 
spilling  over  this  way  and 
that  without  ever  finding  a 
proper  focus. 

Alastair  Macaulay 


INTERNATIONAL 
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Guide 


piano  soloist  Gerhard  Oppdz; 

Fab  3 

OPERA 

Deutsche  Oper 
Te/:  49-30-3438441 
• Faust  by  Gounod.  Conducted 
by  Sebastian  Lang-Lessing  in  a 
staging  by  John  Dew,  Fab  4 
•-  Manon:  by  Massenet 
Conducted  by  Sebastian 
Lang-Lessing  in  a staging  by 
Cesara  Ljavl;  Feb  2,  5 


AMSTERDAM 

OPERA 

Netherlands  Open,  Hat 
Muztefctfwatar 

Ttf  3f-20-557  6911 
Carman;  by  Bizet  New  staging  . 
by  AndreasUomoJd,  conducted 
by  Edo  deWaait  The  designs  . 
are  by  Wolfgang  Gussmam  and 
Gabrtrie  Jaenedca,  and  the  cast 
includes  Carman  Oprisanu  and . 
Martin  Thompson;  Feb  3.  6 


BARCELONA 

EXHIBITION 
FundacU  Joan  MHrti 
TbL’  34-93-329  1906 
www,bcpJfrnko.o$  . 

Magritte:  celebrating  the 
centenary  of  the  amt’s  birth,  ties 
show  contains  ever  9Q  paintings 
wid  SO  photographs:  to  Feb  7 


RERUN 

CONCERT 
Konaarifeaus  . 

TBk  49*0-29X80 
Deutsche  Oper  Orchestra: . . 
oonduct»dlSf'WK5utinworHa  ' 

by  Brahmsand  Bartik.  wflfc 


CHICAGO 

OPERA 

Lyric  Opera  of  Chicago 
Tab  1-312-3322244 
wwwJyricopem.org 
Romeo  et  Juliette:  by  Gounod. 
Conducted  by  John  Nelson  in  a 
staging  directed  by  Nicolas  JoeL 
The  cast  stars  Roberto  Alagna 
and  Angela  Gheorgnr,  Feb  1, 5 


FORT  WORTH 

EXHIBITION 
KhnbeU  Art  Museum 
Tek  1-817-3328451 
wwwJdmbaSart.org 
Matisse  and  Picasso:  A Gertie 
Rivalry.  More  than  100  paintings, 
sculptures  and  drawings  on  loan 
from  ooBecttow  wound  the  worid 

make  up  this  first-ever  exhibition 
devoted  to  the  relationship 
between  the  two  gnat 
modernists;  to  May  2 


GLASGOW 

bPistA . : 

Theatre  Royal 
Tdk  44-141-332  9000 
Scottish  Oper®  Der 


RosenkavaOer,  by  R.  Strauss. 
New  staging  by  David  McVicar, 
conducted  by  Richard 
Armstrong.  The  cast  indudes 
Joan  Rodgers;  Feb  6 


LONDON 

CONCERTS 

Barbican  Hafl 
Teh  44-171-638  8891 

• London  Symphony  Orchestra: 
conducted  by  Colin  Davis  in 

works  by  Bear.  8art6k  and 
Beethoven,  with  vioDn  solost  ■ 
Sarah  Chang;  Feb  3, 4 

• Landon  Symphony  Orchestra: 
conducted  by  CoSn  Davis  in 
works  by  Beethoven  and  Sgar, 
with  |&no  soloist  Richard 

Goode;  Feb  7 

• Royal  PhSharmonJc  Orchestra: 
conducted  by  Dantele  Gatti  in 
works  by  Brahms  cmd  Mahler, 
with  soprano  Rufii  Ziesak; 

Febl 

Royal  Festival  KaB 
Tek  44-171-960  4242 

• BBC  Symphony  Orchestra 
and  Singers:  conducted  by 
Andrew  Davis  to  works  by 
Boulez;  Feb  1 

• London  Philharmonic 
Orchestra:  conducted  by  Kent 
Nagano  in  works  by  Bartbk  and 
Berftoz,  with  vfala  soloist  Yuri 
Bashmet;  Feb  3 

• Royal  Concertgebouw 
Orchestra:  conducted  by 
Riccardo  ChaSy  in  works  by 
Brahms  and  Schoenberg,  with 
viofin  soloist  VteSm  Repin; 

Feb  4 

BOffimONS 
Barbican ‘Art  Gallery 


Te/:  44-171-638  8891 

• Africa  by  Africa:  A 
Photographic  View.  Spanning  the 
breadth  of  photography 
produced  in  Africa  since  the 
1920s.  includes  works  by  Mama 
Casset,  Seydou  Kata  and 
Samuel  Fosso;  to  Mar  28 

• Picasso  and  Photography: 

The  Dark  Mirror.  Exhibition 
exploring  the  influence  of 
photography  upon  Picasso's 
painting,  and  including 
photographs  taken  by  Picasso; 
to  Mar  28 

National  Gallery 

Tek  44-171-839  3321 
Portraits  by  Ingres:  Images  of  an 
Epoch.  40  paintings  and  50 
drawings  by  the  19th-century 
French  pakiter.  Indudes  major 
loans  from  museums  in  Bence, 
the  US  and  elsewhere;  to  Apr  25, 
then  touring  to  the  US 


LYON 

OPERA 

Op6ra  National  de  Lyon 
Tek  33-4-7200  4500 
Zdmira:  by  Rossini.  Conducted 
by  Maurctio  Benini  in  a staging 
by  Yannis  Kokkos,  with  a cast 
including  Marietta  Devia; 

Febl 


MONTREAL 

EXHIBITION 

Montreal  Museum  of  Foie  Arts 
Tek  7-514-285  1600 
wwwjvbaniOcam.org 
Monet  rt  Givemy:  22  paintings, 
produced  during  the  last  20 
yeas  of  the  artist's  Efe,  loaned 
by  the  Musde  Msmottan  In 


Paris;  to  May  9 


MUNICH- 
CONCERTS 
Ph  Shannon  ie  Gasteig 
Tel:  49-89-5481  8181 

• Munich  Philharmonic 
Orchestra:  conducted  by  Fablo 
Luisi  in  works  by  Wagner  and 
Liszt;  Feb  1,  2,  3 

• Symphonieorchester  des 

Bayerischen  Rundfunks: 

conducted  by  Lorin  Maazei  in 
works  by  Mozart  and  Bruckner, 
with  piano  soloist  Murray  ' 

. Perahia;  Feb  4 

EXHIBITION 
Hausder  Kunst 
Tel:  49-89-211270 
The  Night  exploring  the 
development  of  the  nocturne,  or 
night-time  scene,  in  western  art 
Includes  early  examples  by 
artists  including  Cranach, 
baroque  works  by  Caravaggio 
and  his  followers,  and  works  by 
the  German  romantics.  Other 
artists  represented  include  Goya, 
Munch,  Max  Ernst  and  Magritte; 
to  Feb  7 

OPERA 

Bayerische  Staatsoper 
Tel:  49-89-2185  1920 
www^taatstheaterJ3ayerfi.de 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts  a staging  by 
. G6tz  Friedrich.  Cast  includes 
Adriarme  Pieczonka  and 
Waftraud  Meier:  Feb  3 


NEW  YORK 

EXHIBITION 
Museum  of  Modern  Art 


Tel:  1-212-708  9480 
wwwjnoma.org 
Jackson  Pollock:  first  US 
retrospective  of  the  Abstract 
Expressionist  since  that  held  at 
MOMA  in  1967.  Includes  more 
than  100  paintings  and  50  works 
on  paper;  to  Feb  2,  then 
transferring  to  London 


PARIS 

CONCERTS 

Salle  Pleyel 

Tel:  33-1-4561  6589 

• Luciano  Pavarotti:  recital  by 
the  tenor,- accompanied  by 
pianist  Leone  Magiera;  Feb  1 

• Orchestra  de  Paris: 
conducted  by  Frans  Bruggen  in 
works  by  Beethoven,  Hummel 
and  Schubert,  wHh  piano 
soloist  Marie-Jos&phe  Jude; 

Feb  3, 4 

Th&atre  des  Champs  Eiys6es 
Tel:  33-1-4952  5050 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Titson  Thomas  in  works  by 
Canteloube  and  Mahler, 
with  soprano  Dawn  Upshaw; 
Febl 

EXHIBITION 
Grand  Palais  . . 

Tek  33-1*4413  1730 
Un  ami  de  Cezanne  st  de  Van 
Gogh:  le  doefeur  Gachet 
(1828-1903).  Exhibition  devoted 
to  the  doctor  arid  painter  who 
was  a frtencf  to  Cdzanne,  Pisano, 
Monet  and  Renoir  as  wefl  as  to 
Van  Gogh,  who  fanousty  spent 
the  last  weeks  of  his  Dfe  with 
Gachet  at  Auvere-sur-Otee;  to 
Apr  26,  then  transferring  to  New 


York 


ZURICH 

EXHIBITION 
Kunsthaus  Zurich 
Tel:  41-1-251  6765 
Chagall,  Kandinsky,  Malevich  and 
the  Russian  Avant-Garde: 
exhibition  exploring  the  artistic 
upheavals  of  the  first  two 
decades  of  this  century.  In 
addition  to  important  loans  from 
tiie  State  Hermitage  Museum  in 
St  Petersburg  the  show  brings 
together  pictures  from  provincial 
museums  never  seen  in  the  west 
before  perestroika;  to  Apr  25 


TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

06J30:  Moneyline  with  Lou  Dobbs 
1&30:  Business  Asia 
19.30:  World  Business  Today 
22J0Oi  World  Business  Today 
Update 

• Business/Market  Reports:  • 
05:07;  06:07;  07:07;  08:20;  0920; 
10-2O-,  1120;  11:32: 1220;  1320; 
1420. 

At  0850  Tanya  Beckett  ot  FTTV 
reports  five  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 

Redefining  the  territory 


LETTERS  TO  THE  EDITOR 


Businessmen  find  that  Hong  Kong's  problem  since  the  handover  to  China  is  not  too 
little  political  freedom  but  too  much,  write  Rahul  Jacob  and  Louise  Lucas 


U Ka-sWng:  making  his  voice  heard  AP 


When  Hong 
Kong  reverted 
to  Chinese  rule 
in  July  1997, 
there  was  widespread  con- 
. cem  that  China  would  tram- 
ple on  the  territory's  politi- 
cal and  economic  freedoms. 
This  was,  after  all,  the 
oddest  of  odd  couples:  the 
world's  freest  market  being 
handed  over  to  the  world's 
strongest  remaining  commu- 
nist regime. 

Eighteen  months  after  the 
handover,  however,  Beijing 
receives  measured  praise 
from  even  its  most  implaca- 
ble opponents  for  allowing 
Hong  Kong  to  go  its  own 
way.  “There  has  been  no 
apparent  attempt  to  inter- 
vene by  China.  They  have 
not  been  vocal  about  the 
actions  of  the  Hong  Kong 
government,"  says  Martin 
Lee,  head  of  the  Democratic 
party,  Hong  Kong's  leading 
political  party,  and  a 
staunch  critic  of  Beijing. 

. Instead,  in  the  past  few 
months,  vociferous  criticism 
has  come  from  another  of 
Hong  Kong's  powerful  mas- 
ters: its  big  businessmen. 
The  debate  reached  a flash- 
point late  last  month  when 
Li  Ka-shing,  the  territory’s 
most  prominent  tycoon,  said 
he  would  not  make  a 
US$1 -3bn  investment  there 
because  of  the  prevailing 
political  climate.  In  an  inter- 
view with  the  FT  recently, 
Mr  Li  stressed  that  Hong 
Kong  remained  his  base  and 
that  he  would  in  future 
make  investments  there. 
“After  this  time,  once  the 
public  gets  the  message, 
then  next  time  when  there  is 
an  investment  opportunity 
we  can  go  ahead."  he  said. 

The  “message”  Mr  Li  was 
sending  is  a subject  that  has 
consumed  Hong  Kong  for 
weeks.  Business  leaders 
bemoan  what  they  see  as 
Hong  Kong's  transformation 
from  an  economics-led  city 
to  a more  political  city.  The 
legislature  and  the  press 
have  become  increasingly 
assertive,  energetically  scru- 
tinising and  critical  of  the 
establishment 
Last  week,  for  instance, 
the  local  legislature's  report 
cm  the  chaotic  opening  of  the 
new  airport  in  July  included 
a sharp  dressing  down  of  top 


government  officials.  Hong 
Kong’s  deep  recession  last 
year  has  added  to  the  potent 
cocktail.  There  have  been 
protest  marches  to  Hong- 
kong Bank  and  a noisy  dem- 
onstration outside  Mr  Li's 
offices  by  home  buyers  who 
had  defaulted  on  purchase 
agreements  for  new  flats 
bought  from  his  property 
company.  “I  support  democ- 
racy in  a mature  society 
built  on  law  and  order. 
Democracy  should  move  for- 
ward step  by  step  as  set  out 
In  the  Basic  Law  [Hong 
Kong's  post-colonial  consti- 
tution!," says  Mr  LL 

Business  leaders,  critics 
reply,  are  the  ones  out  of 
step  with  the  new  realities. 
“It  is  true  that  Hong  Kong  is 
becoming  more  politicised.  It 
is  also  true  that  it  is  not 
politicised  enough,"  says 
Michael  DeGolyer,  who  over- 
sees the  Hong  Kong  Transi- 
tion Report,  a continuing 
survey  conducted  by  three 
universities,  at  Baptist  Uni- 
versity. Even  though  Hong 
Kong  remains  a nascent 
democracy,  local  politicians 
are  not  shy  about  making 
themselves  heard.  This  has 
come  as  a shock  for  many 
businessmen. 

Through  much  of  the 
period  after  the  second 
world  war,  the  British  colo- 
nial administration  heeded 


closely  the  demands  of  busi- 
ness. The  Executive  Council, 
an  advisory  body,  was 
packed  with  businessmen,  a 
tradition  that  continues.  For 
all  its  strengths  as  a free 
market,  Hong  Kong  has  a 
history  of  oligopolies  in  busi- 
nesses such  as  property  and 

banking  - the  inevitable 
result  of  this  dubby  legacy. 

Since  the  handover,  the 
Hoag  Kong  government  has 
accelerated  deregulation  in 
industries  such  as  telecom- 
munications and  broadcast- 
ing. And  as  it  sets  about  lib- 
eralising the  economy,  the 
legislature  has  been  goading 
it  to  move  faster.  Hong 
Kong’s  partially  elected  leg- 
islature may  be  impotent  in 
many  ways  - its  power  to 
introduce  bills,  for  instance, 
is  severely  limited  - but  its 
members  have  for  months 
shown  an  uncanny  knack  for 
dominating  airwaves  and 
headlines.  It  is  perhaps 
because  their  powers  are  so 
circumscribed  that  they  cri- 
ticise the  establishment, 
including  big  business,  so 
vociferously  at  every  turn. 

Last  week,  the  legislature 
urged  the  government  to 
enact  a fair  competition  law 
and  bring  more  competition 
to  sectors  as  varied  as 
energy,  freight  services,  tele- 
communications and  bank- 
ing. The  pro-democracy  leg- 


islators may  be  almost  all 
bark  and  no  bite,  but  they 
have  begun  to  draw  blood  on 
the  issue  of  deregulation. 
“The  complaints  [from  big 
business]  about  increased 
politicisation  are  just  a 
smoke  screen,"  says  Mr 
DeGolyer. 

The  spotlight  is  now  on 
the  telecommunications 
industry  where  the  govern- 
ment will  soon  make  a deci- 
sion on  whether  to  allow  for- 
eign companies,  such  as  MCI 
WorldCom,  to  build  their 
own  infrastructure  in  Hong 
Kong  to  compete  in  the  terri- 
tory's international  voice 
and  data  market.  Local  tele- 
phone companies,  including 
Mr  Li's  Hutchison  Wham- 
poa, have  argued  that  big 
international  operators 
would  quickly  dominate  the 
business  after  the  locals 
have  spent  hundreds  of  mil- 
lions on  building  local  fixed- 
line  networks.  A decision  Is 
expected  soon.  “The  govern- 
ment is  now  balancing  the 
interests  of  a minority  of 
tycoons  against  Hong  Kong's 
future  as  a centre  of  IT 
excellence,"  says  Stephen 
Liddell.  MCI  WorldCom's 
Asia  Pacific  president. 

These  sound-bite  skir- 
mishes are  part  of  the 
deregulation  debate  as  Hong 
Kong  defines  its  future.  Inde- 
pendent consultants  and  leg- 
islators want  the  govern- 
ment to  loosen  tbe  large 
banks'  control  on  interest 
rates  for  savings  accounts  in 
the  territory.  Even  in  a city 
as  noisy  as  Hong  Kong,  the 
cacophony  of  conflicting 
opinions  may  be  unsettling 
for  some,  but  it  is  a reflec- 
tion of  the  city’s  inherent 
pluralism.  That  cannot  be 
wished  away  in  a city  of 
more  than  6m  that  is  home 
to  a large,  ever  more 
demanding  middle  class. 

"The  pluralistic  nature  of 
our  society  is  one  of  its 
strengths.  It  can’t  be  rolled 
back.  One  reason  multi- 
nationals prefer  Hong  Kong 
is  because  there  is  a free 
flow  of  information,"  says 
Victor  Fung,  chairman  of  the 
Hong  Kong  Trade  Develop- 
ment Counci]  and  of  Pruden- 
tial Asia.  Dissent  and  debate, 
in  other  words,  are  here  to 
stay.  Hong  Kong's  establish- 
ment must  get  used  to  it. 


Banana  ruling  questions  EU  policy 

ness  is  unproven.  However. 


From  Mr  Pierre  Didier. 

Sir.  Guy  de  Jonquiferes' 
analysis  in  “Trade  goes 
bananas”  (January  26) 
rightly  suggests  that  more 
than  the  fruit  is  at  stake  In 
dispute.  In  fact,  the 
World  Trade  Organisation 
ruling  puts  in  question  the 
very  European  Union  devel- 
opment policy  applied 
towards  African.  Caribbean 
and  Pacific  (ACP)  countries. 
No  such  policy  can  exist' 
without  trade  preferences, 
themselves  dependent  on  lic- 
ensing mechanisms  of  the 
type  condemned. 

In  general,  more  attention 
ought  to  be  paid  to  tbe  con- 
sequences on  European 
social  values  of  some  of  the 
18  cases  60  far  completed  by 
the  WTO  since  its  creation. 
The  beef  hormones  case  is 
one  such  wrampie-  Under  the 
so-called  “precautionary 
principle",  the  Europeans 
tmri  to  limit  marketing  of 
products  whose  innocuous- 


From  Mr  David  J.  CoUism. 

Sir.  In  “Trade  goes 
bananas"  the  underlying 
issue  is  not  addressed.  That 
concerns  a confrontation 
between  financial  interests 
fin  particular  those  of  Chi- 


the  panel  decided  in  favour 
of  tbe  reverse  approach.  This 
precedent  may  be  bard  to 
overturn  in  the  genetically 
modified  organisms  case  and 
in  comparable  upcoming 
cases.  Be  assured  that  the 
old  Continent,  just  recover- 
ing from  mad  cow  disease, 
the  blood  in  France 

and  so  on,  will  not  easily 
accept  such  U-tums  in  its 
health  policy  for  the  sake  of 
hard-core  free  trade. 

Likewise,  the  cultural  pref- 
erences dear  to  many  Euro- 
pean (and  other)  countries, 
faced  with  a neighbour’s 
dominant  culture,  were 
made  fragile  by  the  weighty 
precedent  of  the  Canadian 
Magazines  case.  The  Fdji- 
Kodak  case  questioned, 
among  others,  national 
schemes  supporting  tradi- 
tional family  businesses 
j>gflin.<3  more  modern  farms 
of  distribution,  while,  the 
Japanese  and  Korean  spirits 


tial  risibility  of  tbe  product 
nor  the  procedural  problems 
of  the  World  Trade  Organisa- 
tion should  obscure  fhfc  cen- 
tral question  involving  polit- 
ical economy  and  human 
values. 


cases  terminated  preferential 
tax  regimes  for  popular 
drinks. 

With  the  Indonesian  car 
case,  the  WTO  essentially 
condemned  public  support 
for  local  Infant  industries. 
Even  if  the  latter  cases  do 
not  directly  affect  European 
countries,  their  impact  on 
certain  societal  values  here 
cannot  be  underestimated. 

the  acceptability  of  deci- 
sions to  the  WTO's  member 
countries' public  opinions  Is 
essential  If  we  are  to  pre- 
serve an  efficient  multilat- 
eral dispute  . settlement 
mechanism.  The  cautious- 
ness of  the  EC  Court  of  Jus- 
tice in  the  early  years  of  the 
EC  testifies  to  the  long-term 
efficiency  of  a more  careflil 
approach.  . 

Pierre  Didier, 

Didier  Avocats, 

Avenue  de  Tervuerea  163, 
B-llffO  Brussels, 

Belgium 


lates  far-reaching  matters  of 
principle.  Tbe  consistent 
lack  of  media  coverage  of  the 
core  of  the  dispute  should 
Itself  be  cause  for  concern. 

David  J.  Colllson, 
department  of  accountancy 
and  business  finance, 
University  of  Dundee, 
Dundee  DDl  4HN,  UK 


The  threat  of 
‘protection’ 

From  Mr  Sup/ten  Simpson. 

Sir,  The  proposed  Ell  and 
trade  union-inspired  "protec- 
tion” for  contract  workers 
(January  27)  threatens  the 
competitiveness  of  the  UK’s 
computer*  services  industry, 
and  many  of  its  customers. 

The  rules  assume  that  all 
those  on  short-term  con- 
tracts are  in  this  position 
against  their  will,  at  the 
bebest  of  uncaring  employ- 
ers. In  the  thriving  UK  com- 
puter services  industry,  this 
is  far  from  true.  I voluntarily 
left  secure,  well-paid  employ- 
ment to  start  up  my  own 
company.  1 enjoy  working  on 
short-term  contracts,  and  it 
would  take  a lot  to  tempt  me 
back  into  permanent 
employment  (If  there  Is  such 
a thing).  I employ  two 
people,  and  pay  more  tax:  1 
make  generous  pension  pro- 
visions for  my  employees 
and  myself.  There  are  lots 
like  me. 

This  flexibility  benefits  all. 
especially  the  UK  economy. 
For  example,  it  Is  debatable 
if  many  large  UK  companies 
could  have  shown  the  degree 
of  due  diligence  concerning 
Y2K  without  such  a flexible 
and  well-skilled  workforce. 

These  rules  will  stifle  cre- 
ativity, and  may  cause  free- 
lance staff  to  look  elsewhere 
to  continue  their  careers.  I 
continually  get  calls  from 
abroad  - this  week  I have 
been  approached  by  US  com- 
panies in  Austin.  San  Fran- 


qulta)  and  social  concerns  . The  underlying  issue  is  a 
(in  particular  regarding  complex  one  with  serious 
small-scale  producers  of  arguments  an  each  side.  It  is 
bananas).  Neither  the  poten-  also  an  issue  that  encapsu- 


Political  economy  versus  human  values 


Deploying  librarians  sayes  time  and  money 

with  online  information  ser- 


From  Mr  Ross  Shimmon. 

Sir,  John  Gapper 
(“Libraries  at  your  finger- 
tips”. January  20)  rightly 
points  out  that  corporate 
librarians  can  provide  more 
specialised  services  when 
freed  from  basic  level 
searching.  Librarians 
actively  promote  end-user 
information  access. 

However,  most  users 
require  training  to  reach  a 
basic  level  of  familiarity 


vices,  and  those  services 
need  to  be  managed  by 
people  with  the  professional 
training  to  really  exploit 
such  resources. 

Information  is  any  organi- 
sation’s most  valuable 
resource  and  a deployment 
of  librarians  - however 
thinly  stretched  - will  save 
an  awful  lot  of  time  and 


value  librarians  bring  to 
their  organisations  better 
than  universal  end-user 
access  to  PC-based  informa- 
tion. services,  whether  it  is 
via  the  web  or  a proprietary 
network. 

BOSS  Shimmnif, 

chief  executive, 

The  Library  Association, 

7 Ridgmoont  Street. 

London  WC1E  7AE,  UK 


cisco  and  Boston. 

I urge  all  “contractors''  to 
resist  these  proposals.  We 
can  fight  our  own  battles 
and  decide  for  ourselves  how 
we  work.  This  is  not  an- issue 
about  fairness  or  social  jus- 
tice (whatever  that  is):  it  is 
about  freedom  for  people  to 
make  their  own  decisions 
and  live  their  own  lives. 

Stephen  Simpson, 
managing  director. 

Simpson  Professional 
Services, 

127  Twin  Oaks  Close. 
Broadstone.  BB18  8JB,  UK 


Number  One  Southwark  Bridge,  London  SE1  9HL 


money. 

Nothing  demonstrates  the 


Wfl  are  kun  to  ancanga  Mars  fcom  raadara  waridteda.  Letters  may  t»  laced  to  +44  1 71-873  6938  (»t  tax  la  ’Bnel  emafr 
teJaraedtoriMLccm  Pubtahed  tears  era  also  aveiette  on  the  FT  web  tee.  ht^i^ArrvrvyJTxom  Tmnslafton  may  be  acftMo  lor 
tatters  written  n the  nab  Knadond  tapaga.  Fax  01 71  873  5938.  Letters  should  be  typed  and  not  hand  written. 


ECONOMICS  NOTEBOOK  GILLIAN  TETT 


After  the  banks 


Japan’s  public  finances  are  in  a mess.  Some  of  the  biggest  institutions  are  refusing  to 
buy  more  government  bonds,  and  the  Bank  of  Japan  is  not  coming  to  the  rescue 


Japan  is  heading  for 
more  financial  trouble. 
This  time,  it  is  not  the 
country’s  big  private 
banks  that  are  the  problem. 
The  vast  expense  of  balling 
them  out,  however,  is  expos- 
ing far  bigger  strains  in 
Japan’s  public  financial  sys- 
tem. 

Tbe  Issue  here  is  not  so 
much  the  ballooning  central 
government  budget  deficit, 
although  this  in  itself  is 
alarming  (see  chart).  The 
real  menace  comes  from 
“hidden”  government  liabili- 
ties arising  from  the  far  from 
transparent  finances  of  local 
governments  and  quasi- 
public  institutions. 

The  web  of  public  finance 
in  Japan  is  complex,  opaque 
and  huge.  Tbe  officially 
announced  central  govern- 
ment “budget”,  for  example. 
Is  projected  to  be  Y86,000bn 
in  fiscal  1999.  But  the  fiscal 
Investment  and  Loan  Pro- 
gramme, an  arm  of  the  Min- 
istry of  Finance,  spends  a 
similar  amount  panh  year  on 
government-directed  pro- 
jects. The  FILP  does  not 
need  central  government 
money  to  do  so:  it  can  tap 
the  Y40O,OOObn  pool  of  fonds 
in  postal  savings  and  pen- 
sion fimds. 

| The  Trust  Fund  Bureau, 
j part  of  the  FILP,  buys  a 
large  chunk  of  Japanese  gov- 
ernment bonds  (creating  the 
unusual  situation  where  gov- 
ernment institutions  are 
buying  the  government’s 
own  debt  so  extensively  that 
they  almost  control  the 
long-term  interest  rate). 

Meanwhile,  the  local  gov- 
ernments have  the  ability  to 
raise  funds  independently  of 
central  government  and 
have  their  own  big  spending 
projects,  which  help  support 
a host  of  quasi-public  Institu- 
tions. The  spending  of  local 
governments  is  mostly  not 
incorporated  in  central  gov- 
ernment accounts. 

These  different  channels  of 
spending  intersect  and  prop 
each  other  up:  FILP  loans, 
for  example,  are  given  to 
local  governments  which 
may  pass  them  on  to  quasi- 
public institutions,  which 
may  then  buy  government 
bonds.  And  until  recently, 
few  outside  observers  wor- 
ried about  how  this  “recycl- 
ing" worked,  or  where  liabil- 
ities lay.  After  all,  funds 


seemed  plentiful  to  Japanese 
investors.  And  western 
investment  banks  were  often 
reluctant  to  prod  too  deeply 
into  “off  balance  sheet”  lia- 
bilities, since  public  institu- 
tions were  key  clients. 

But  as  debt  levels  surge, 
alarm  bells  are  ringing.  And 
investors  are  discovering 
that  it  is  very  unclear  how 
much  debt  is  guaranteed  by 
the  central  government. 

The  ministry  says  tbe 
ratio  of  total  debt  to  gross 
domestic  product  wfl]  be  120 
per  cent  next  year  for  tbe 
entire  system  (and  around  70 
per  cent  for  the  central  gov- 
ernment). 

But  Moody’s,  the  US  credit 
rating  agency,  argues  that 
"hidden"  FILP  losses  could 
amount  to  at  least  another 
10  per  cent  of  GDP  because  it 
has  lent  money  to  wasteful 
projects  with  low  returns.  If 
the  quasi-public  sector  pro- 
jects and  the  Y60,000bn  cost 
of  banking  reforms  are 
included,  total  government 
debt  could  reach  200  per  emit 
of  GDP  in  five  years,  econo- 
mists say. 

The  government  retorts 
that  net  debt  is  still  the 
smallest  among  tbe  Group  of 
Seven  leading  industrial 
countries,  since  the  country 
has  huge  assets.  But  the 
health  or  many  of  these 
national  “assets"  is  question- 
able as  they  form  part  of  the 
FILP  system. 

Although  some  officials 
privately  suggest  the  govern- 
ment “guarantee"  for  some 
liabilities  might  be  renegoti- 
ated, the  effect  of  this  would 
be  to  erode  confidence  in 
Japan’s  financial  system. 

There  are  already  signs 


that  some  key  players  are 
becoming  nervous  about 
accepting  more  liabilities. 
The  FILP,  for  example, 
recently  announced  it  would 
stop  buying  Japanese  gov- 
ernment bonds  because  its 
own  funds  are  set  to  shrink 
rapidly  as  savers  withdraw 
money  from  the  postal 
savings  system  because  of 
falling  deposit  rates. 

Politicians  are  urging  the 
Bank  of  Japan  to  buy  tbe 
government  bonds  refused 
by  the  FILP.  But  the  central 
bank  is  not  playing  along. 
The  bank  is  also  dragging  Its 
feet  over  providing  funds  for 
banking  reforms  because  it 
suspects,  perhaps  correctly, 
that  It  would  be  pouring 
money  into  a black  hole. 

The  ministry  of  finance 
has  qaietly  suggested  that 
regional  banks  should  buy 
bonds  to  fund  bank  reform 
instead.  But  regional  banks 
are  reluctant  They  are  also 
fending  off  requests  from 
local  governments  to  buy 
their  own  bonds.  And  some 
regional  banks  are  furious 
because  the  local  govern- 
ments are  refusing  to  service 
the  debts  of  quasi-public  pro- 
jects. 

To  complicate  matters  fur- 
ther, regional  governments 
want  tbe  FILP  to  restructure 
their  debts.  FILP  officials  are 
so  irritated  they  are  quietly 
threatening  to  cut  back 
emergency  credits  to  ailing 
regional  governments. 

Will  this  create  a crisis? 
Not  Immediately.  After  all. 
the  government  kept  the  lid 
on  the  “open  secret"  of  its 
banking  sector  problems  for 
seven  years.  It  can  probably 
contain  the  public  financial 


system  problems  for  equally 
long.  And  for  every  sign  of 
revolt,  there  is  another  sign 
of  cohesion.  The  Bank  of 
Japan,  for  example,  has 
recently  been  bullied  into 
buying  more  corporate 
bonds,  as  opposed  to  govern- 
ment bonds  - in  direct  con- 
trast to  its  avowed  desire  to 
“clean  up  Us  balance  sheet”. 

But  the  pressures  on  this 
fiscal  pack  of  cards  are  ris- 
ing. The  centra]  government 
debt  is  publicly  surging.  A 
swathe  of  semi-public 
regional  projects  have  been 
collapsing.  A handful  of 
local  governments  privately 
admit  they  are  close  to  bank- 
ruptcy. 

Most  importantly,  some  of 
the  brightest  bureaucrats 
acknowledge  that  the  entire 
system  is  unsustainable. 
Indeed,  some  reformers  are 
muttering  that  it  may  be 
“useful”  to  let  a few  local 
governments  go  bankrupt,  or 
unveil  some  “surprises"  at 
FILP,  to  prod  politicians  into 
action.  After  all,  they  point 
out.  it  took  the  collapse  of 
large  banks  and  brokers  in 
1997  - and  the  ensuing  mar, 
ket  "turmoil"  - to  create  the 
consensus  behind  serious 
banking  reform. 

Quite  how  the  markets 
would  react  to  the  “shock” 
of  a local  government  bank- 
ruptcy or  a public  institu- 
tion’s default  is  anyone's 
guess.  And  when  such 
shocks  might  emerge  is 
unclear. 

But  the  parallels  with  the 
banking  crisis  earlier  this 
decade  are  striking.  Japan's 
financial  turmoil  could  soon 
be  heading  for  a new 
chapter. 


Looming  crisis  ' 
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Oasis  of 
prosperity 


t>  1 


'At  the  height  of  last  year's 
international  financial  crisis. 
Alan  Greenspan,  chairman  of  the 
US  Federal  Reserve,  warned  that 
the  US  could  not  remain  an 
“oasis  of  prosperity"  in  a world 
economy  experiencing  severe  and 
growing  strains.  But  it  did:  1998 
marked  another  remarkable  year 
: in  the  US’s  remarkable  eight-year 
expansion.  Members  of  the  Fed- 
eral Open  Market  Committee 
have  a right  to  be  pleased  when 
they  meet  this  week.  But  Mr 
Greenspan,  for  one,  will  be  far 
from  relaxed. 

The  Federal  Reserve  has  deliv- 
ered growth  with  low  inflation 
and  low  unemployment  In  the 
last  three  months  of  1998,  growth 
exceeded  almost  all  expectations. 
The  annualised  increase  of  5.6 
per  cent  was  the  highest  rate  for 
two  years.  For  the  year  as  a 
whole,  growth  was  3.9  per  cent  - 
exactly  the  same  as  in  1997.  The 
slowdown  in  Europe  is  more  pro- 
nounced. Japanese  policymakers 
are  unable  to  restore  demand  in 
their  creaking  economy.  The  US 
has  so  far  shrugged  off  the  inter- 
national downturn. 

At  the  same  time,  in  part  due 
to  imported  deflation,  US  infla- 
tion remains  at  a 40-year  low, 
while  unemployment  is  below  5 
per  cent.  The  FOMC  appears  to 
have  discovered  the  secret  of  eco- 
nomic alchemy.  Most  forecasts 
are  for  growth  of  around  2 per 
cent  in  1999.  This  implies  a signif- 
icant slowdown,  but  would  still 
mean  another  exceptional  year. 

The  US  economy  has  proved 


the  doomsayers  wrong  before 
and  may  again.  However,  there 
are  significant  risks  on  the  down- 
side, not  least  because  growth 
has  been  supported  by  a highly 
unstable  cycle  of  increased 
household  spending  and  business 
investment,  fuelled  by  an  over- 
valued stock  market. 

Mr  Greenspan  finds  himself  in 
a tricky  situation.  His  warnings 
about  asset  price  inflation,  of 
“irrational  exuberance"  as  long 
ago  as  1996  - and  of  the  “unusual 
nature”  of  the  rebound  in 'equi- 
ties after  last  summer's  correc- 
tion last  month  - have  not  been 
heeded.  But  he  says  tbe  FOMC 
will  not  raise  interest  rates  to 
prick  the  bubble.  With  price 
increases  nowhere  to  be  seen, 
even  with  wage  growth  picking 
up  there  is  little  case  for  higher 
rates  to  curb  inflation.  With  such 
strong  growth,  there  is  certainly 
no  case  for  cutting. 

Thus,  tbe  FOMC  is  likely  to 
leave  interest  rates  unchanged.  It 
must  then  hope  that  households 
cut  back  consumption  only  grad- 
ually as  the  growth  in  asset 
prices  slows.  In  1998,  household 
savings  were  close  to  zero.  This 
decline  in  savings  has  been 

accompanied  by  what  looks  Wire 

an  equally  unsustainable 
'increase  in  the  current  account 
deficit. 

The  danger  is  that  the  virtuous 
circle  of  increasing  stock  market 
gains  leading  to  household  spend- 
ing could  be  thrown  into  reverse, 
drying  up  the  oasis  and  leading 
to  a drought 


Peace  push 


The  international  community  has 
taken  a high-risk  gamble  over 
Kosovo.  The  major  powers  in  the 
Contact  Group  have  peremptorily 
summoned  the  muring  parties  to 
start  peace  talks  in  France  by  the 
end  of  this  week.  The  Contact 
Group  is  demanding  that  Serbs 
and  ethnic  Albanians  take  no 
more  than  two  weeks  to  settle  a 
problem  that  has  built  up  over 
decades.  At  the  same  time,  Nato 
is  threatening  that  if  the  violence 
in  the  Yugoslav  province  contin- 
ues unchecked,  it  will  bomb  the 
Serbs  and  cut  tbe  Kosovo  Libera- 
tion Army  (KLA)  off  bom  its  for- 
eign arms  tupphia. 

Double  or  quits?  No.  just  dou- 
ble. If  the.  high-pressure  tactics 
succeed,  there  wffi  be  a rettle- 
ment,  and  a strong  chance  that 
Nato  countries  will  put  ground 
troops  into  Kosovo  to  underpin 
the  deal.  Britain,  France,  Ger- 
many and  Italy  have  made  such 
an  offer.  If  ho  one  shows  up  at 
the  French  peace  talks,  and  it  as 
would  be  likely,  violence  to  Kos- 
ovo worsens  - what  then?  Nato 
cannot  not  cany  out  its  threats 
without  losing  credibility. 
Equally,  however,  it  cannot  bomb 
tbe  Serbs  and  actively  deny  arms 
to  tbe  KLA.  and  then  just  steal 
away.  Europe  and  Nato  cannot 
abandon  Kosovo  - stability  on  its 
southern  flank  Is  too  important  - 
any  more  than  it  could  ignore 
Bosnia.  So  there  is  no  quits. 

to  essence,  the  major  powers 
are  trying  to  do  another  Dayton, 


the  accord  that  ended  the  Bos- 
nian war.  It  will  be  harder.  The 
Bosnian  war  produced  a weari- 
ness and  an  eventual  balance  of 
force,  to  Kosovo,  tbe  Serbs  have 
the  big  guns,  and  believe  that, 
without  foreigners  restraining 
them,  they  could  roll  up  the  KLA 
as  an  organised  force.  Tbe  Koso- 
var Albanlansfeel  destiny  and 
demography  are  with  them  in 
their  push  for  independence. 

Both  are  wrong.  As  Robin 
Cook,  the  UK  foreign  secretary, 
rightly  observes,  there  is  no 
chance  of  the  KLA's  driving 
Yugoslav  forces  right  out  of  Kos- 
ova, just  as  there  is  no  prospect 
of  the  latter's  stamping  oat  Alba- 
nian guerrilla  activity. 

So  both  sides  would  be  foolish 
not  to  tsBr.  aid  seek  a compro- 
mise. The  key  issues  are  whether 
Kosovo  stays  within  Serbia  or 
just  within  federal  Yugoslavia, 
and  how  sweeping  the  review  of 
interim  autonomy  should  be. 
They  could  be  traded  off  Alba- 
nian dissatisfaction  at  interim 
autonomy  could  be  assuaged  by 
the  promise  of  a referendum  on 
change  after  three  years. 

But  the  commu- 

nity will  have  to  act  not  only  as 
mediator  of  a deal,  but  also  as 
monitor  of  its  provisions  and 
maybe  military  enforcer.  Such 
involvement  is  slowly  paying  off 
to  Bosnia,  and  Kosovo  may  need 
the  same  treatment.  So  the  price 
of  stability  may  be  long-term 
Nato  garrisons  to  the  Balkans. 
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Robert  ttHbin,  US  Treasury 
secretary.'^  toteHigent,  experi- 
enced and  Human*.  Yet  when  he 
addressed  ttfe'$ftx4d  Economic 
Forum  in  Davosvca  Saturday  he 
had  little  concrete  to  offer  an  toe. 
great  policy  issue-  of  today, 
reform  of  the  international  finan- 
cial-system.  He  said,,  to  effect, 
that  not  much  could  - or  would 
- be  done  to  make  the  world 
safer.  The  conclusion  is  not  that 
emerging  market  countries 
should  turn  inwards.  It  is  that 
their  late  lies  to  their  own  hands. 

The  global  economy  is  now  in 
the  second  year  of  a financial  cri- 
sis that  swept  through  Asia  and 

Russia  and  has  now  seized  BraaL 
In  response,  the  world's  most 
powerful  countries  have  told  the 
afflicted  that,  to  restore  confi- 
dence. they  should  adopt  politi- 
cally unpopular  policies  of  radi- 
cal structural  reform  and 
macroeconomic  stringency.  Thte 
is  cold  comfort 

Mr  Rubin  is  no  exception  on 
this.  Yet  in  applauding  the  long- 
run  benefits  of  the  market-based 
system,  be  recognises  the  insta- 
bilities inherent  in  financial  mar- 
kets. In  response.  Ur  Rubin  rec- 
ommends measures  to  reduce  the 
VO Utility  to*  capital  flows.  These 
should,  he  argues,  todude  better 
regulation  of  risk  management 
systauus.  changes  to  bank 

yid  improved  disci o- 
an  of  risk,  He  also  considers 
improving  existing  ways  to  deal 
with  crises  and  the  choice  of 


exchange  rate  regimes.  Finally, 
he  asserts  the  case- for  “strong 
stops  to  address  toe  tremendous 
Income  inequality  that  is  all  too 
evident  around  the  world  - 
wtthto  nations  and  between 
nations." 

Unfortunately,  three  fine  aspd- 
jations  have  little,  substance. 
People  lent  to  east  Asia  not 
because  they  discounted  the  risk 
hut  because  they  were  quite 
unaware  of  it  Again.  Mr  Rubin 
casts  doubt  on  proposals  to  tarn 
the  International  Monetary  Fund 
into  a lender  of  last  resort  or  to 
pre-quaHiy  countries  for  emer- 
gency assistance.  He  may  want 
the  private  sector  to  bear  an 
appropriate  share  of  the  burden, 
but  asks  bow  this  is  to  be  done 
without  triggering  the  crises 
everyone  fears.  Even  on  ex- 
change rates,  Mr  Rubin  raises  the 
issue  only  to  suggest  that  “fixed 
and  flexible  exchange  rates  have 
been  successful  and  unsuccessful 
in  different  countries . . . But 
whatever  the  regime,  in  the  final 
analysis,  the  key  is  sound  under- 
lying policy.” 

Mr  Rubin  is  telling  emerging 
economies  ti»t  it  is  up  to 
them  to  avoid  becoming  Q1  and, 
should  they  succumb,  to  make 
themselves  better.  Emerging 
market  economies  should  either 
pursue  the  sound,  prudent,  mar- 
ket-oriented policies  consistent 
with  navigation  on  the  high  seas 
of  global  finance  - or  hug  tbe 
shore. 


Yielding  to  the  attraction 
of  safe  investments 

Fear  of  inflation  is  receding  and  government  bonds  are  regaining  their  historic  equitable 

relationship  with  shares,  says  Edward  Luce 


Once  upon  a time  con- 
ventional wisdom  said 
you  should  steer  dear 
of  western  govern- 
ment bonds.  In  spite  of  their  rep- 
utation for  safety,  the  average 
investor  in  UK  gOts,  for  example, 
since  the  late  1950s  would  have 
lost  his  shirt 

With  inflation  after  the  second 
world  war  world  often  likely  to 
outstrip  the  »™nnai  interest  on 
government  bonds,  the  odds  were 
stacked  against  you.  Much  more 
sensible,  therefore,  to  put  your 
cash  into  the  stock  market, 
where  share  prices  sometimes 
benefited  from  an  occasional  dose 
of  inflation. 

This  world  no  longer  exists.  In 
spite  of  the  long  bull  market  in 
equities,  bonds  on  many  markets 
have  outperformed  stocks.  Nowa- 
days, the  first  - and,  very  often, 
the  only  - port  of  call  for  ner- 
vous investors  is  the  nearest 
western,  government  bond  mar, 
ket  This  is  why  yields  on  all 
western  government  bonds,  espe- 
cially on  US  and  German  govern- 
ment paper,  plummeted  to  his- 
toric lows  in  the  wake  of  the 
near-bankruptcy  of  Long-Term 
Capital  Management  last  Septem- 
ber. 

Government  bond  prices  also 
shot  up  (pushing  yields  lower) 
after  the  Asian  crisis  started  to 
unfold  in  mid-1997  and,  less  dra- 
matically, after  the  devaluation 
of  the  Pp*titian  Real  earlier  this 
month.  The  fear  of  inflation, 
which  for  so  long  destroyed  the 
attractiveness  of  bonds,  has  been 
replaced  by  fear  of  deteriorating 
Credit  quality,  ripflaHnn  (falling 
prices}  and  tbe  threat  of  financial 
contagion  from  the  developing 
world. 

“We  are  no  longer  living  in  an 
age  where  inflation  is  a credible 
threat,"  says  Peter  Ainsworth  at 
Investec,  the  global  asset  man- 
ager. “This  single  fact  has 
radically  altered  the  relation- 
ship between  bonds  and  shares." 

The  rehabilitation  of  govern- 
ment bond  markets  is  founded  on 
the  steady  decline  in  inflation 
over  the  past  20  years  and  thus 
long  precedes  the  “flight  to 
safety”  panic  of  the  past  18 
months. 

If  you  bad  invested  £100  in  the 
UK  gilt  market  in  1990,  it  would 
have  grown  by  now  to  £240.  For 
an  equivalent  investment  in  the 
FTSE  All-Share  index,  your 
capital  would  now  be  worth  £229. 
According  to  Barclays  Capital, 
this  was  the  fust  full  economic 
cycle  since  tbe  second  world  war 
where  tbe  return  on  bonds 
exceeded  the  return  on 
equities. 

Tbe  same  trend  applies  to  Ger- 
many - albeit  less  dramatically 
because  of  the  superior  Goman 
inflation  record  - where  the  gov- 
ernment bond  market  has  yielded 
an  annual  total  return  of  more 
than  10  per  cent  a year  since  1990 
compared  with  an  annual  13  per 
cent  return  for  the  German  stock 
market 

The  returns  in  Japan  illustrate 
the  point  most  clearly.  If  1990 
pqmifi  loo.  Japanese  government 
bands  (JGBs)  are  sow  approach- 
200  while  tb*>  Nikkei  indwr 
fallen  by  more  than  50  per 
cent.  But  if  Japan  succeeded  in 
inflating  its  way  out  of  recession. 


holders  of  JGBs  would  be  ham- 
mered. 

In  tbe  US.  the  unprecedented 
bull  market  to  equities  to  the 


past  few  years  means  that 
returns  on  the  Dow  Jones  Indus- 
trial Average  comfortably  out- 
strip returns  in  the  Treasury 
bond  market  Nevertheless,  you 
would  have  more  than  doubled 
your  money  by  now  if  you  had 
put  it  to  US  Treasuries  in 
1990. 

Contrast  this  with  the  period 
between  1950  and  1990.  In  the  UK, 
the  annual  average  rise  in  share 
prices  was  142  per  cent  over  40 
years  compared  with  an  average 
nominal  animal  yield  of  just  &85 
per  cent  on  gilts.  With  average 
inflation  at  6.36  per  cent  the  real 
return  on  gilts  was  more  or  less 
zero.  This  masks  toe  fact  that  for 
long  intervening  periods  - nota- 
bly the  inflationary 
spiral  succeeding  the  oil  price 
shock  of  1973  - you  would  have 
lost  money  In  the  UK  gilts  mar- 
ket 

Again,  owing  to  the  UK’s  rela- 
tively poor  record  on  inflation, 
the  trend  was  less  dramatic  in 
tbe  US  and  continental  Europe. 
Indeed,  it  is  only  in  the  past 
three  or  four  years  that  continen- 
tal European  investors  have 
begun  to  buy  shares  in  any  sig- 
nificant quantity. 

The  trend,  nevertheless,  is 
broadly  the  same  across  the  west- 
ern world  although  it  is  most  pro- 
nounced hr  the  UK,  the  US  and 
Japan. 


George  Magnus,  chief  econo- 
mist at  Warburg  Dillon  Read, 
says  that  the  19th  century  pro- 
vides the  closest  parallel  to  what 
we  are  now  witnessing. 

“You  could  say  that  we  have 
been  returning  to  toe  historical 
average  in  the  past  few  years.  It 
was  the  post-war  economy,  with 
its  in-built  tolerance  for  inflation, 
which  was  the  exception  rather 
than  the  rule,”  says  Mr  Magnus. 

The  figures  bear  this  ouL  The 


‘Bond  markets  are 
still  the  safest 
hedge  against 
another  nasty 
surprise’ 


so-called  Depression  of  the  1880s 
and  1890s  was  actually  a period 
of  booming  economic  growth  in 
the  US  and  the  UK,  and  else- 
where. The  term  “Depression" 
referred  to  falling  prices  rather 
than  falling  output. 
Deflation,  which  was  almost 
guaranteed  by  the  international 
gold  standard  system,  was  the 
norm. 

Average  annual  inflation  in  toe 
UK  was  minus  l per  cent 


between  1870  and  1890  and  minus 
0.5  per  cent  in  the  US,  while 
average  annnal  growth  to  gross 
domestic  product  was  2 per 
cent  and  5.1  per  cent  respec- 
tively. 

Naturally,  like  most  of  the 
remainder  of  the  19th  century,  it 
was  a climate  that  favoured  bond 
investors.  Indeed,  UK  prices  in 
1900  were  the  same  as  they  were 
to  1800  although  they  fluctuated 
violently  around  this  mean.  Over 
tbe  century  the  investor  received 
an  average  annual  return  of  4 per 
cent  on  holdings  of  UK  consols 
(Treasury  debt)  and  a little  more 
than  4 per  cent  for  holdings  in 
the  UK  stock  market. 

Many  economists  and  investors 
believe  the  world  is  reverting  to  a 
state  where  the  relationship 
between  shares  and  bonds  is 
more  equitable. 

“Many  people  would  argue  that 
inflation  is  either  dead  or  at  the 
very  least  dormant  in  toe  indus- 
trialised world."  says  Kevin 
Adams,  an  economist  at  Barclays 
Capital  “The  post-war  world  is 
therefore  a very  poor  guide  as  to 
how  you  should  invest  your 
money.” 

Guiness  Flight,  the  fund  man- 
ager, is  even  recommending  that 
UK  investors  spbt  their  money 
evenly  between  the  gilt  and  UK 
stock  markets.  At  the  moment 
the  split  is  roughly  80:10  in 


OBSERVER 


A nice  bit  of 
Bonn  homie 


No  one  can  accuse  Europe's 
laboto'  and  social  affairs  ministers 
of  denying  themselves  the  simple 
pleasures  of  Be  when  they  moot 
near  Bonn  this  week  for  an 
informal  pow  wow  under  the 
German  EU  presidency. 

For  there's  a banquet  lined  up 
- a “comtry-styte’  supper  with 
five  folk  muse  and  a farewell 
hSTch  ki  the  Coto^e  chocolate 
museum  - to  take  ministers’ 
minds- off  an  fenfigestible  agenda 
addressing  the  effects  of  the 
euro  on  the  labour  market 
But  the  ministers  face  one 
espadafly  daunting  challenge  - 
the  Cologne  “camiva]  trinity”, 
intended  to  provide  an  interlude 
of  light  relief  between  a coalfield 
visit  and  me  of  toe  ^avoidable 
"terriy  photographs” 

The  bears  trio  of  males  actmg 
out  the  roles  of  carnival  prince, 
shy  maiden  aid  burfy  farmer  are 
the  a iaoaats  of  toe  annual 
Cologne  canuval  With  appailmg 
jokes  and  a gaggte  of  tipsy, 
bewigged  guardsmen  in  tow,  the 
trkiity  wjB  give  the  ministers  a 
rare  insight  into  the  carefully 
orchestrated  joSties  of  the 
Rhineland's  pre-Lanten  camivaL 
Suddenly,  a chit-chat  about  the 
euro  looks  strangely  attractive. 


Eurogaffe 


The  Bxopean  Commisskxi 
ksches  from  gaffe  to  gaffe,  toe 


latest  perpetrated  by  its 
ramshackle  press  service.  An 
unsigned  note  caHtng  for  a new 
“crisis”  strategy  towards  the 
press  has  been  inadvertently 
distributed  on  the  back  of  a dull 
press  release  about  a European 
Court  judgment 

The  memo,  written  in  French, 
urges  members  of  toe 
spokesmen's  service  not  to 
become  obsessed  with  the 
notion  of  “transparency”.  It 
explains:  “A  dose  of  cynicism  - 
and  sometimes  hypocrisy  - in 
distributing  information  is 
sometimes  necessary ...  the 
desire  to  explain  everything  often 
invites  further  intenogalion." 

Who  wrote  it?  Everyone 
suspects  ft’s  Jimmy  Jamar,  Sdfth 
Cresson’s  luckless  spokesman. 
Poor  old  Commission.  Even 
when  it  dabbles  in  the  art  of 
media  manipulation,  it  manages 
to  mess  it  up.  Perhaps  Pater 
Mandeteon,  the  former  British 
minister  known  for  his 
spin-doctoring  powers  but  who 
had  to  resign  under  a cloud, 
might  fancy  a sped  in  Brussels? 

Number’s  up 

Music  to  toe  ears  of  “hackers”. 
The  latest  research  into  personal 
computer  passwords  mates 
alarming  reading  for  corporate 
information  technology 
departments.  A survey 
conducted  in  Britain  by  Shuttle 
Technology  TT  group  shows  that 
15  per  cent  of  users  choose  their 
date  of  birth  as  their  password 


and  49  per  cent  select  their 
partner's  name  - or  the  name  of 
their  children  or  pets.  Of  the 
men,  one  in  five  choose  fheir 
favourite  football  team. 

Eighty  per  cent  justified 
choosing  simple  passwords 
because  they  were  afraid  they 
would  forget  more  complex 
words  or  number  combinations. 
And  some  admitted  having  toe 
same  password  fisr  everything 
from  their  computer  and  credit 
cards  to  gaining  access  to  bank 
accounts.  A sort  of  “one-stop 
shop”  for  high-tech  thieves. 

Closed  Gates 

It  turns  out  that  US- based 
chassis  maker  TOW  enjoys  the 
presence  of  one  Robert  Gates  on 
its  board.  That’s  the  same  Robert 
Gates  who,  since  May  1996,  has 
been  string  on  the  board  of 
Anglo-American  components 
group  LucasVarity,  now  subject 
to  a bid  from  TRW. 

He  also  happens  to  be  a 
former  director  of  the  US  Central 
Intelligence  Agency  and  assistant 
to  the  president  of  the  United 
States.  A non-executive  director 
at  LucasVarity,  it  goes  without 
saying  that  he  took  no  part  in  the 
takeover  talks  that  ended  with 
the  bid  announcement 
Corporate  espionage?  That's  for 
beginners. 

Losing  a fortune 

The  days  when  a few  hundred 
m3] ion  dollars  could  go  astray  at 


Brazil’s  Central  Bank  without 
anyone  noticing  are  gone.  Last 
week,  the  bank  said  it  had  made 
a bit  of  a mistake  in  counting  the 
trillions  of  dollars  that  poured  out 
of  the  country  as  Investors  pulled 
toe  plug  on  toe  Real 
Instead  of  losing  $538m  on 
one  particular  day,  red-faced 
officials  admitted  that  “only" 
$339m  had  left  the  country.  It's 
stffl  not  dear  what  happened,  but 
Altamir  Lopes,  head  of  the 
Central  Bank’s  economic 
department  reckons  someone 
had  cancelled  a major  order  - 
but  didn’t  ten  toem. 

When  Brazil  was  beloved  of 
international  Investors  pumping  fai 
miffions  of  dollars,  this  happened 
quite  a lot  Sighs  Lopes: 

“Nobody  ever  noticed  because 
there  wasn't  all  this  excitement 
about  toe  exchange  rate.”  Tough 
business,  banking. 

Bosch  nosh 

Finding  famous  Belgians  has 
never  been  easy.  But  Belgo.  the 
Belgian  moufes  et  frites 
restaurant  chan  which  has  just 
opened  its  first  venue  in  New 
York,  has  admitted  defeat 
The  only  genuine  native  artists 
Belgo  could  find  to  stick  on  its 
East  ViBage  walls  ware  Breughel, 
Magritte  and  Hieronymus  Bosch. 
Making  up  the  numbers  are 
cyclist  Eddy  Merkx,  “Muscles 
from  Brussels”  actor 
Jean -Claude  Van  Damme  and 
singer  Plastic  Bertrand.  So 
where's  Hercule  Poirot? 


favour  of  equities  with  the 
remainder  in  caph- 

“Investors  should  sit  up  and 
pay  attention  to  the  feet  that 
bonds  are  no  longer  the  Cinder 
ella  investments  of  the  past," 
said  the  fund  last  week.  “The  risk 
and  rewards  now  argue  for  a 
5050  bond: equity  investment  pos- 
ture." 

The  case  is  strengthened  by  the 
feet  that  government  bond  yields 
are  generally  less  volatile  than 
equity  prices.  At  a time  when  the 
US  generation  of  post-war  “baby 
boomers"  are  approaching  retire- 
ment age,  fund  managers  say,  it 
makes  sense  for  them  to  hold  a 
higher  proportion  of  assets  in  the 
form  of  bonds  rather  than  equi- 
ties. This  is  because  bonds  pro- 
vide a predictable  annual  annu- 
ity. 

US  fund  managers  recommend 
that  the  percentage  of  funds 
invested  in  the  US  Treasury  mar- 
ket should  roughly,  correspond  to 
the  age  of  the  Investor  - the 
average  UK  investor  would  be 
just  10  years  old  on  this 
measure. 

However,  economists  say  inves- 
tors should  not  assume  that  the 
rally  in  western  bond  markets 
will  necessarily  continue  over  the 
next  few  years. 

With  yields  on  10-year  German 
and  French  government  bonds 
having  fallen  to  below  4 per  cent 
and  to  below  5 per  cent  in  the  US 
and  the  UK,  inflation  would  have 
to  dip  into  negative  territory 
for  the  bull  market  to  con- 
tinue. 

Bond  analysts  say  that  the 
average  real  yield  on  a govern- 
ment bond  - the  difference 
between  the  nominal  yield  and 
the  rate  of  inflation  - should 
hover  between  2 per  cent  and  3 
per  cent  With  core  inflation  now 
well  below  1 per  cent  in  continen- 
tal Europe  and  at  around  2J>  per 
cent  in  the  UK,  this  suggests  that 
yields  have  little  further  to  fafi. 
At  some  stage,  the  market  win 
establish  a new  equilibrium 
between  inflation  and  bond 
yields. 

The  annual  returns  of  between 
15  per  cent  and  20  per  cent  in 
most  European  government  bond 
markets  over  the  past  three  years 
is  thus  unlikely  to  be 
repeated. 

“In  a way  it  was  better  to  have 
travelled  than  to  have  arrived," 
says  Mr  Adams.  “We  are  not 
going  to  see  these  types  of  capital 
gains  for  much  longer.  But  the 
real  yield  on  government  bonds 
will  continue  to  be  attractive  and 
will  compete  with  the  return 
available  on  equities." 

There  is,  however,  a more 
gloomy  scenario.  If,  as  seems  pos- 
sible, US  equity  prices  took  a 
sharp  downturn  in  response  to  a 
slowdown  in  US  corporate  prof- 
its, the  world  would  be  threat- 
ened with  global  recession.  This 
could  tip  Europe  and  the  US  from 
a phase  of  falling  inflation  into  a 
period  of  outright  deflation.  In 
that  case,  Treasury  and  German 
government  bond  yields  would 
again  take  a nosedive. 

“Bond  markets  are  still  the  saf- 
est hedge  against  another  nasty 
surprise,  whether  it  comes  from 
Latin  America  or  the  US  stock 
market,”  says  Mr  Magnus. 

“But  even  if  the  world  has  seen 
the  last  of  the  financial  shocks, 
bonds  will  continue  to  be  a 
lucrative  destination  for  inves- 
tors." 


100  years  ago 

The  Dual  Monarchy's  Trade 
Our  Paris  Correspondent 
draws  a gloomy  picture  of  the 
declining  foreign  trade  of 
Austria,  which,  he  says,  is 
suffering  greatly  from 
American  competition. 

Probably  also  the  excessive 
industrial  development  of 
Germany  and  the  price-cutting 
which  naturally  accompanied  it 
has  exercised  a very  bad 
effect  upon  the  Austrian  export 
trade.  The  annexation  of  Cuba 
by  toe  United  States  will 
interfere  with  another  market 
of  Austria-Hungary,  and 
altogether  the  trade  outlook  of 
the  Dual  Monarchy  is  far  from 
bright 

50  years  ago 

Japanese  Textile 
Com  petition 
Manchester,  Jan.  30.  The 
urgent  need  for  increased 
output  of  doth  from 
Lancashire  [Bigland]  weaving 
sheds,  and  of  overcoming  the 
bottleneck  In  printing  of  doth, 
is  underlined  by  news  that 
Manchester  shippers  are 
having  to  buy  Japanese 
printed  and  dyed  goods  to 
satisfy  [British]  Colonial 
markets.  Previous  purchases 
from  Japan  have  consisted 
of  grey  doth  to  be  printed 
and  finished  here  for 
export. 


TB&UTCHFEX9GBOUP 

CWF  COMPANIES 


UHteaoocWry  nokn 

UfluWtnlwgeBBHl 
lf[~lm  ITiimjii  an  im  imiluil 
CBiDgrcM»«Blia)b)rdKBnMdi 


FINANCIAL  TIMES 


DRAINAGE 

CENTER 


MONDAY  FEBRUARY  1 1999 


THE  LEX  COLUMN 


Real  trouble 


Brazil  is  spiralling  out  of  control.  Despite 
several  increases  in  official  interest  rates, 
the  Real  bas  lost  over  40  per  cent  of  its 
value  in  two  weeks  - on  Friday  bursting 
through  the  two-peT -dollar  level.  More 
than  $8bn  of  foreign  currency  fled  the 
country  in  January.  Analysts  now  expect 
inflation  to  rise  from  virtually  nothing1  to 
30  per  cent  twn  year.  In  this  febrile  envi- 
ronment, destabilising  rumours  - such  as 
the  notion  than  the  government  is  going 
to  freeze  bank  accounts  - are  flying 
around. 

The  essential  task  is  to  limit  the 
inevitable  rise  in  prices  to  a one-off 
adjustment  Otherwise,  Brazil  will  be  back 
to  hyperinflation.  This  means  a new, 
transparent  monetary  policy,  including  an 
inflation  target  It  also  means  a tighter 
fiscal  policy  and  an  acceleration  in  the 
privatisation  programme.  The  Interna- 
tional Monetary  Fund,  now  in  heated 
negotiations  in  Brazil,  should  insist  on 
this  and  not  Just  dole  out  another  large 

tranche  of  its  cash. 

Beyond  that,  Brazil  needs  to  tackle  its 
Achilles’  heel;  the  crippling  burden  of 
RJ320bn  of  short-term  domestic  debt  With 
no  need  any  longer  to  defend  the  cur- 
rency, the  IMF’s  cash  could  be  used  both 
directly  to  cut  short-term  debt  and  as  a 
carrot  to  persuade  the  private  sector  to 
reschedule  its  loans. 

But  even  if  Brazil  and  the  IMF  can  put 
together  a new  blueprint,  they  will  still 
have  to  convince  the  markets  that  it  can 
be  implemented  successfully.  To  the 
extent  that. devaluation  has  scared  Bra- 
zil’s politicians,  this  may  have  become 
easier.  The  alternatives  of  hyperinflation 
or  a forced  debt  restructuring  are  even 
worse. 
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growing  at  more  than  4 per  cent  a year. 
The  same  goes  for  companies’  capital 
investment,  which  soared  21  per  cent  fn 
the  fourth  quarter.  Both  depend,  at  least 
to  some  extent,  on  further  stock  market 
gains.  Merely  flat  share  prices,  even  at 
this  high  level,  may  not  be  enough  to 
sustain  tTn»m.  That  there  is  more 

than  ever  riding  on  the  continued  health 
of  US  equities,  which  could  be  derailed  by 
an  external  shock. 

And  there  are  plenty  of  potential  cul- 
prits, not  least  a further  deterioration  in 
Brazil  The  bravura  performance  of  the 
US  has  certainly  been  a boon  in  a slowing 
world.  But  as  a result,  the  global  economy 
is  even  more  vulnerable  to  a setback 
there. 


Japanese  M&A 


US  economy 


The  US  economy’s  resilience  is  marvel- 
lous to  behold.  Rather  than  slowing  down, 
it  appears  to  be  speeding  19-  Fuelled  by  a 
rebound  in  exports  and  continued  strong 
consumer  spending  and  business  invest- 
ment, fourth-quartet  gross  domestic  prod- 
uct Jumped  by  5£  pfer  cent  Fear  the  year, 
the  economy  grew  at  3.9  per  cent,  just  as 
test  as  in  1997,  while  htflaiimi  and  unem- 
ployment remain  at  record  lows. 

How  long  can  this  strength  persist? 
'With  the  household  savings  rate  at  zero, 
consumer  spending  is  unlikely  to  keep 
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Generations  of  gaijin  (overseas)  invest- 
ment bankers  have  been  through  Tokyo, 
their  prophesies  of  a flood  of  takeovers  by 
foreigners  unfulfilled  But  at  last  their 
predictions  look  like  coming  true.  The  dif- 
ference now  Is  that  the  pain  in  the  finan- 
cial sector  is  spreading  to  Japan's  indus- 
trial core.  Heavily  geared,  facing  negative 
cash-flow  and  deprived  of  capital  from  the 
banks  as  well  as  capital  markets,  many 
Japanese  companies  are  for  the  first  time 
considering  foreign  companies  as  possible 
rescuers.  Even  three  years  ago,  it  would 
have  been  unimaginable  far  foreigners  to 
buy  half  of  Nissan,  the  country’s  second 
biggest  car  maker.  Now  the  idea  barely 
raises  a shrug. 

But  barriers  remain.  Hostile  takeovers 


CONTENTS 


are  impossible  because  of  the  impenetra- 
ble cross-shareholding  system.  As  for 
friendly  deals,  there  is  a mismatch 
between  buyers  and  sellers.  In  drugs, 
many  foreign  groups  want  to  buy.  but 
targets  are  not  under  enough  pressure  to 
selL 

In  retailing,  there  are  plenty  of  sellers 
but  no  buyers  - at  least  not  at  the  prices 
cm  offer.  Price  is  also  a stumbling  block 
because  off-balance  sheet  debt  makes 
valuing  targets'  liabilities  difficult.  But 
the  most  intransigent  Issue  is  manage- 
ment control.  Japanese  executives  still 
have  unrealistic  expectations  of  control- 
ling businesses  they  have  mismanaged  for 
years.  The  pain  may  have  to  get  worse 
before  many  Japanese  managers  will 
swallow  that  bitter  plfl- 

Axa/GRE 

Guardian  Royal  Exchange  has  hardly 
secured  a premium  price  by  auctioning 
itself  off  Sun  late  and  Provincial's  offer  of 
388p  a share  works  at  only  1.2  times  net 
asset  value.  That  is  even  worse  than  the 
multiple  of  13  that  Gan,  the  tattered 
French  insurer,  achieved  last  year.  Per- 
haps, though,  that  Just  rams  home  what  a 
ragbag  GRE  was.  ft  may  have  proved  hard 
to  get  a sizzling  auction  going  precisely 
because  nobody  really  wanted  the  whole 
caboodle.  And,  indeed,  GRE  is  now  being 
broken  up  - with  Liberty  Mutual  buying 
die  US  businesses  and  Axa,  Son  life's 
parent,  taking  on  everything  else  outside 
the  UK  and  the  Irish.  Republic. 

Axa/Sun  Life’s  victory  is  a harsh  lesson 
to  Royal  & Sun  Alliance.  In  terms  of  pure 
industrial  logic,  its  bid  made  the  most 
sense  as  large  duplicated  costs  could  have 
been  stripped  out  But  its  credibility  with 
investors  is  still  suffering  from  its  botched 
merger  - so  much  so  that  shareholders 
have  handicapped  it  in  Its  pursuit  of  GRE. 
Now  it  has  not  only  failed  to  win  that 
prize,  it  also  feces  tougher  competition 
from  the  new  Sun  Ufe/GRE. 

Sun  Life,  by  contrast,  is  riding  high 
That  has  been  a huge  boon.  Netting  out 
the  £L7bn  it  will  recoup  from  selling  on 
bits  of  GRE  it  does  not  want,  nearly  70  per 
cent  of  the  £L9bn  purchase  price  win  be 
paid  in  highly-rated  shares.  Other  compa- 
nies should  note;  credibility  with  inves- 
tors can  be  the  decisive  factor  separating 
success  from  failure. 


BARSHEFSKY  STRESSES  PUSH  FOR  LIBERALISATION  OF  WORLD  TRADE 


US  pledges  to  ignore  calls 
for  limitations  on  imports 


By  Gay  Pc  Jonqaftnw  fa  Davos 

Charlene  Barshefs&y,  US  trade 
representative,  yesterday  pledged  to 
stand  firm  against  domestic  pres- 
sures to  erect  trade  barriers. 

It  would  be  playing  with  fire  far 
Americans  to  think  or  move  in  that 
direction,"  aiw  said  in  an  interview 
at  the  World  Economic  Forum  in 
Davos.  Switzerland. 

“The  last  thing-  on  the  face  of  the 
piangt  that  the  IS  should  be  doing 
or  considering  is  artificial  limita- 
tions on  imports.” 

She  said  the  US  was  determined  to 
strengthen  its  commitment  to  multi- 
lateral trade  rules  and  to  combat 
growing  protectionist  demands  by 
pressing  ahead  with  a comprehen- 
sive new  round  of  talks  to  liberalise 
world  trade. 

The  success  of  a new  round  would 
depend  on  intensified  cooperation 
between  the  US  and  the  European 
Union.  But  the  US  would  find  it 
banter  to  phase  out  its  unilateral 
trade  weapons  if  the  EU  continued 
to  defy  World  Trade  Organisation 
rulings  it. 


The  US  the  EU  has  to 

comply  with  a WTO  ruling  against 
Europe's  banana  import  regime. 
Under  threat  of  US  sanctions  on  EU 
imports,  the  EU  bas  agreed  to  have 
the  WTO  egain  examine  its  regime, 
which  has  been  modified. 

Ms  Barshefsky's  comments 
reinforced  the  more  emollient  US 
attitude  to  trade  issues,  spelt  out  on 
Friday  by  US  vice-president  A1  Gore. 

Although  the  US  would  enforce 
vigorously  its  laws  against  unfair 
trade  practices,  notably  “dumped" 

imports,  US  president  Bill  Clinton’s 
ariipftiisfrratinfl  {riroofj  to  ffpd  unilat- 
eral use  of  Section  301  trade  legisla- 
tion that  authorises  sanctions 
against  trade  partners. 

The  EU.  which  says  Section  301 
has  been  used  to  bully  other  conn- 
tries,  is  challenging  the  law  in  the 
WTO. 

However,  Ms  Barshefcky  said  that 
unless  the  EU  implemented  vigor- 
ously WTO  rulings  against  its 
banana  import  regime  audits  ban  on 
hormone-treated  beef,  it  would  be 
bard  to  persuade  the  US  congress 
and  business  to  rely  on  the  WTO. 


rather  than  on  Section  301.  to  settle 
trade  disputes. 

“From  a strategic  point  of  view.  If 
Europe  is  concerned  about  US  uni- 
lateralism, then  it  must  comply  with 
these  rulings,"  she  said. 

Ms  Barshefeky  last  week  rein- 
stated “Super  301"  powers  to  moni- 
tor other  countries'  trade  practices, 
a move  attacked  by  Japan.  But  she 
Insisted  yesterday  that  the  use  of 
such  powers  would  conform  strictly 
with  WTO  rules. 

She  said  she  had  persuaded  Mr 
Clinton  to  support  a trade  round  last 
month  because  she  was  concerned 
by  rising  protectionist  demands  In 
the  US  and  by  signs  that  other  coun- 
tries, notably  in  Latin  America,  were 
retreating  tram  their  commitment  to 
free  trade. 

“1  am  very  worried  about  the 
world  sliding  backward.  I don’t  like 
what  I see.  The  US  has  to  be  in  a 
position  to  say,  don't  even  think 
about  moving  backward.  Our  percep- 
tion Is  that  we  should  be  moving 
forward,"  she  said. 

Reform  dWorancas,  Page  S 


I ( all: 

limit 

P-*>- 


Palestmian  deputies  oppose 
May  declaration  of  statehood 
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By  Judy  Dempsey  in  Jerusalem 

Tassir  Arafat,  president  of  the 
Palestinian  Authority,  has  been  told 
by  his  legislative  council  to  scrap 
plans  for  declaring  a state  cm  May  4 
and  instead  start  preparing  for  state- 
hood by  introducing  Institutional 
reforms. 

During  a closed  session  of  the  Pal- 
estinian Legislative  Council  - the  de 
fecto  parliament  - mare  than  80per 
cent  of  deputies  opposed  a unilateral 
declaration,  saying  Palestine  was 
not  ready.  They  argued  that  Israel 
would  use  such  a declaration  as  an 
excuse  to  caned,  final  status  talks. 

The  derision  is  not  binding  on  Mr 
Arafat  but  puts  him  under  political 
pressure  to  abide  by  it 

These  talks  would  focus  on  the 
most  complex  issues  of  the  Israel- 
Palestinian  conflict,  involving  the 
status  of  Jerusalem,  the  future  of  the 
Jewish  settlements  in  the  West 
Bank,  water  and  refugees. 

They  were  supposed  to  start  last 


November  as  part  of  October’s  Wye 
peace  accord.  But  the  accord  has 
been  frozen  for  nearly  two  months 
after  Benjamin  Netanyahu,  Israeli 
prime  minister,  refused  to  carry  out 
a second  handover  of  land  to  the 
Palestinians,  claiming  Mr  Arafat  had 
not  cooperated  on  security. 

The  PLC  session,  held  10  days  ago. 
was  the  first  time  Mr  Arafat  heard 
and,  according  to  officials,  accepted 
why  it  was  unwise  to  declare  a state 
unilaterally. 

Deputies  »rid  neither  the  US  nor 
the  European  Union  would  recognise 
the  new  state,  although  Washington 
might  support  a state  if  declared 
next  December. 

Mr  Arafat,  in  Davos,  Switzerland, 
to  attend  the  World  Economic 
Forum,  will  meet  US  president  Bill 
Clinton  in  Washington  this  week.  He 
has  already  been  advised  by  the  US 
and  European  Union  to  wait  another 
few  months  before  declaring  a state. 
Diplomats  are  concerned  a unilateral 
declaration  would  be  untimely. 


given  that  Israel  holds  elections  on 
May  17.  “Any  [Israeli]  party  could 
use  the  declaration  to  its  advan- 
tage," said  a diplomat. 

Israel,  they  added,  could  use  the 
declaration  as  an  excuse  not  to  hand 
over  any  more  land,  making  the  Pal- 
estinian state  an  un viable  patch- 
work  of  cities,  towns  and  villages 
cut  off  from  each  other  by  settle- 
ments and  the  settlers'  by-pass 
roads.  Mr  Netanyahu  has  threatened 
to  retake  Palestinian  cities. 

Palestinian  officials,  however,  also 
believe  the  Palestinian  Authority  is 
far  from  prepared  to  declare  a state. 
Those  involved  in  the  debate  said 
reforms  must  first  be  introduced  to 
underpin  the  new  country. 

There  was,  they  said,  no  constitu- 
tion that  - among  other  things  - 
would  delineate  Mr  Arafat's  powers. 
There  was  no  separation  of  powers 
between  the  executive  and  arms  of 
government,  no  independent  judi- 
ciary and  no  checks  and  balances  on 
the  security  forces. 
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OpbMark  trading  system  goes  live 

OptiMark,  a revolutionary  electronic  share- 
trading  system,  has  traded  its  first  batch  of 
shares.  OptiMark  automatically  matches  buyers 
and  sellers  via  a patented  computerised  algo- 
rithm, in  trading  cycles  performed  every  two  to 
io  minutes.  The  company  believes  that  by  guar- 
anteeing Investor  anonymity  and  reducing  trad- 
ing costs,  it  will  tap  a vast  pool  of  hidden  trad- 
ing demand.  Page  18 

The  prince  and  the  film  company 

When  Prince  Muhammad  Bin  Bandur  Abdul 
Aziz,  one  of  the  more  obscure  members  of  the 
Saudi  royal  family,  expressed  interest  in  buying 
PotyGram  Filmed  Entertainment  last  summer, 
no-one  believed  him  - least  of  ail  Seagram,  the 
Canadian  entertainment  and  drinks  company 
that  is  selling  it  But  it  is  taking  him  seriously 
now,  after  he  placed  $50m  in  an  escrow 
account  as  a deposit  on  the  deal.  Page  21 

Interest  rates  in  the  spotlight 

Currency  markets  are 
likely  to  focus  on  pros- 
pects for  further  mone- 
tary easing.  The  Bank 
of  England,  the  Eu-o- 
pean  Central  Bank,  and 
the  US  Federal  Reserve 
are  all  meeting  this 
week  to  decide  on 
interest  rates.  The  Bank 
of  England  is  expected 
to  announce  a cut  In 
rates,  while  the  Fed 
and  tiie  ECB  are  expected  to  leave  rates 
unchanged.  The  Brazilian  Real,  which  plum- 
meted to  new  lows  last  week  as  foreign  cur- 
rency continued  to  pour  out  of  the  economy,  is 
likely  to  keep  dealers  edgy.  Page  24 

Argentina  feels  the  heat  from  Brazil 

Argentina  is  bracing  itself  for  the  fall-out  from 
the  Brazilian  devaluation  of  the  Real.  The  Argen- 
tine economy  was  already  slowing  sharply 
through  the  second  half  of  last  year  and  many 
.private  sector  analysts  have  reduced  their  1999 
growth  forecasts  to  zero.  However,  the  stock 
market  has  so  far  taken  toe  battering  of  bad 
news  better  than  some  had  feared.  Page  20 

Pfandbrief  sector  reinvents  itself 

Germany's  famously  Insular  Pfandbrief  market  - 
bonds  tacked  by  mortgages  and  public  sector 
loans  - is  re-inventing  itself  as  a truly  interna- 
tional market,  demonstrated  by  DePfa  Bank's 
launch  last  week  of  a global  €3bn  ($3.4bn) 
Pfandbrief  bond.  Page  18 

Jo’burg  to  move  to  electronic  trading 

The  Johannesburg  Stock  Exchange  fa  to  under- 
take a complete  overhaul  of  its  settlement  sys- 
tem and  begin  switching  to  paperless  trading 
later  this  year  to  end  a chrortto  backlog  of 
unsettled  trades  and  Improve  its  reputation  for 
transparency  and  efficiency.  Page  20 

Tokyo  market  set  to  slip 

The  Tokyo  stock  market  may  be  pushed  down 
over  the  next  few  weeks  as  companies  revise 
down  earnings  estimates  and  begin  to  unwind 
C703s  sh8retoktinga  before  the  March  year  end, 
says  Garry  Evans,  strategist  at  HSBC.  Page  22 


FT  GUIDE  TO  THE  WEEK 
- full  listings  Page  34 

US  OPEN  MARKET  COMMITTEE  MEETS 
The  Federal  Reserve's  open  market  committee 
begins  a two-day  meeting  in  Washington  to 
review  US  interest  rates  tomorrow.  The 
committee,  chaired  by  Alan  Greenspan,  is  not 
expected  to  raise  rates.  In  spite  of  indications  at 
the  end  of  last  week  that  the  US  economy  is 
continuing  to  grow  strongly. 

LAUNCH  OF  THE  DUST  COLLECTOR 
Nasa  Is  scheduled  to  launch  Its  Stardust 
mission,  the  next  stage  of  Its  Discovery  project, 
on  Saturday.  It  aims  to  collect  a sample  of 
comet  dust  and  return  it  to  earth  in  2006. 
SNOW  BUSINESS 

The  50th  snow  festival  opens  on  Thursday  in 
Sapporo,  Japan,  where  20  obuntries  compete  to 
produce  the  best  ice  sculpture. 
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Banks  cut  credit  to  Chinese  trust 

Fujian  investment  company  squeezed  as  foreign  lenders  retreat  in  the  wake  of  Gitic  closure 


By  James  Harding  m Fuzhou 


Foreign  banks  have  cancelled 
provisional  credit  lines  worth 
Si  00m  to  a leading  Chinese 
trust  and  Investment  com- 
pany, underlining  the  severity 
of  the  credit  squeeze  facing 
corporate  China's  overseas 
borrowers. 

Fujian  International  Trust 
and  Investment  Corporation 
(Fide)  has  been  forced  to  rene- 
gotiate payment  schedules  on 
three  International  bank  debts, 
as  foreign  lenders  have  with- 
drawn loan  quotas  and  caused 
a “relatively  difficult  liquidity 
situation”,  according  to  a 
senior  company  official 


China’s  international  trust 
and  investment  companies  - 
known  as  Itics  - have  been 
starved  of  credit  since  the  clo- 
sure of  Guangdong  Interna- 
tional Trust  and  Investment 
Corporation  (Gitic),  a provin- 
cial government-backed  invest- 
ment agency  with  debts  of 
$4-37bn,  sent  foreign  banks 
into  retreat  from  corporate 
Chinese  risk. 

In  an  interview,  icm  HMmin 
vice  chairman  of  Fitic,  the 
investment  arm  of  the  Fujian 
provincial  government,  said 
foreign  bankers'  fears  of  far- 
ther Itic  closures  would  make 
it  impossible  for  the  company, 
as  well  as  any  other  provincial 


Itics,  to  borrow  abroad  this 
year  and  possibly  next. 

Foreign  lenders  have 
thought  “the  closure  of  Gitic 
was  the  beginning  of  a Chinese 
financial  crisis  . . . they 
thought  all  the  Itics  would  be 
dosed,”  Mr  Xln  said,  explain- 
ing the  refusal  of  overseas 
lenders  to  extend  fresh  credit 
in  the  wake  of  the  Gitic  clo- 
sure in  October. 

But,  he  reassured  interna- 
tional lenders  that  such  con- 
cerns were  misplaced.  “Gitic 
was  a special  case.  We  are  a 
normal  case,”  he  said,  adding 
that  both  the  Fqfian  provincial 
governor  and  Zhu  Rongji,  the 
prime  minister,  had  nigra  Tied 


the  government’s  continuing 
support  for  the  company. 
“Fitic  will  definitely  not  be 
closed,”  he  said. 

The  future  of  other  trust  and 
investment  companies  in 
Fujian,  a relatively  wealthy 
trading  province  on  China's 
eastern  seaboard,  was  less  cer- 
tain. Of  the  11  Itics  in  Fujian, 
only  two  or  three  - including 
Fide  and  Xiamen  Itic  - are 
expected  to  be  left  after  the 
planned  restracturing,  he  said. 

The  Itics,  which  have  esti- 
mated foreign  debt  of  about 
$15bn,  are  tiny  by  comparison 
with  China's  big  four  banks, 
but  they  have  been  some  of 
the  most  prominent  Chinese 


borrowers  from  foreign  hantre 
and  an  important  channel  of 
foreign  funds  into  infrastruc- 
ture projects, 

Fitic,  which  has  assets  of 
RMBllbn  ($l.3bn),  has  two 
outstanding  global  bond  issues 
- a Si 00m  Yankee  bond  due 
2007  and  a Y14bn  (Sl22m)  Sam- 
urai bond  due  2006  - as  well  as 
foreign  bank  debt  of  S280m,  of 
which  $30m  is  short-term. 
Restructuring  has  already 
made  more  than  RMB400m  in 
funds  available,  so  “there  will 
be  no  difficulty  in  making  pay- 
ments on  foreign  loans,”  Mr 
Xm  said. 

Rtic  fights  backlash,  Paga  2D 


Italian  ruling  may 
limit  Murdoch 
pay-TV  soccer 


By  James  BStz  in  Rome 


The  Italian  government  is  to 
limit  the  rights  of  any  one 
pay-TV  organisation  to  broad- 
cast Serie  A soccer,  in  what 
will  come  as  a blow  to  Rupert 
Murdoch's  plans  to  broadcast 
all  matches  played  in  Italy’s 
top  league. 

A decree  passed  by  the  Ital- 
ian cabinet  means  that  no 
organisation  can  own  the 
rights  to  broadcast  more  than 
60  per  cent  of  Serie  A matches 
from  next  year.  Mr  Murdoch's 
subsidiary  News  Corporation 
Europe  tad  been  bidding  to 
acquire  all  rights  to  broadcast 
the  football  championship 
between  1999  and  20(6. 

The  new  decree  also  pro- 
poses that,  if  only  one  pay-TV 
company  bids  for  the  acquisi- 


tion of  broadcasting  rights  far 
Serie  A matches,  the  contract 
can  only  last  a maximum  of 
three  years. 

Mr  Murdoch  had  been  plan- 
ning to  buy  up  to  80  per  cent 
of  Stream,  Telecom  Italia’s 
pay-TV  unit,  using  the  com- 
pany as  the  vehicle  to  broad- 
cast Italian  football.  The  new 
measure  could  now  derail 
plans  by  Stream  to  mount  an 
effective  challenge  to  Telepiu, 
the  Italian  market  leader  in 
Italian  pay-TV  and  a unit  of 
Europe’s  number  one  pay-TV 
network.  Canal  Plus. 

Analysts  believe  that  the 
government's  decree  is  mainly 
aimed  at  preventing  Mr  Mur- 
doch getting  a grip  on  the  Ital- 
ian TV  market.  But  Italy’s 
communications  under- 
secretary, Michele  Lauria,  said 


Target  man:  Gabriel  Batistuta,  star  of  Serie  A aide  Ronmtfana,  celebrates  a goal 


Reuters 


the  decree  was  “not  aimed  at' 
favouring  or  hurting  anyone" 
Hie  added:  “We  could  not  let 
one  company  gain  the  exclu- 
sive rights  in  a leading  sector 
in  such  a delicate  phase  for 
Italy's  pay  television.” 

The  decree  has  triggered 
controversy  in  Italy.  The  Kal- 


ian Soccer  League  has  warned 
that  the  decree  impedes  com- 
petition and  discriminates 
against  soccer  clubs,  several  of 
whose  chairmen  may  chal- 
lenge It 

Italy's  opposition  parties 
also  attacked  the  move.  It  is  a 
mark  of  arrogance  to  use  a 


cabinet  decree  for  complex 
competition  legislation  in  the 
field  of  sporting  rights.  Such  a 
move  is  neither  timely  nor  log- 
ical,” said  Paolo  Romani, 
Marco  Follini  and  Mario  Lan- 
dolfi,  spokesmen  on  communi- 
cations policy  for  the  opposi- 
tion Freedom  Alliance. 


Brazil  plans  to  privatise  Eletrobras  this  summer 


By  John  Barbra  in  S&o  Paulo 


Brazilian  officials  say  they 
intend  to  privatise  EJetrobrts, 
the  government’s  electricity 
holding  company,  this  summer 
in  spite  of  the  country's  eco- 
nomic turmoil  since  tin  Real 
collapsed  two  weeks  ago. 

Ipio  Borges,  head  of  the  gov- 
ernment’s BNDES  develop- 
ment tank,  which  manages 
Brazil's  privatisation  pro- 
gramme, said  he  planned  to 
start  privatising  the  federal 
government’s  70  per  cent  stake 


in  the  three  main  generating 
assets  of  Eletrobras  in  July. 

The  BNDES  would  break 
these  companies  into  nine 
opeating  units  by  the  end  of 
May  and  publish  tender  docu- 
ments by  June.  He  hoped  to 
complete  the  sales  by  August 

An  investment  banker  advis- 
ing the  government  on  the  pri- 
vatisation said:  “These  are  fan- 
tastic assets  and  they  will  be 
sold  whatever  happens.  If 
there  is  still,  [market  turbu- 
lence] all  the  government  have 
to  do  is  -«dap  a minimum  price 


on  [the  companies]  and  go 
ahead  anyway.” 

He  said  he  expected  strong 
international  demand  for  these 
companies,  even  though  recent 
privatisation  auctions  have 
not  attracted  great  interest. 
Analysts  fear  inflation  could 
erode  revenues  at  utilities, 
because  regulators  only  review 
tariffa  once  a year. 

Mr  Borges  said  the  Eletro- 
brfs  companies  would  be  sold 
with  about  R$6.Zbn  ($3.1bn)  in 
debts  on  their  balance  sheets. 
Roughly  40  per  cent  of  the 


companies  would  be  sold  to 
strategic  investors,  who  would 
hold  most  of  the  voting  stock, 
and  30  per  cent  would  be  sold 
in  the  market  The  remaining 
30  per  cent  of  the  companies  is 
already  traded  in  Brazilian 
stock  markets. 

The  EletrobrSs  transactions 
will  probably  be  among  the 
largest  of  several  state  and  fed- 
eral privatisations  planned  for 
this  year  which  officials  hope 
will  raise  about  $20bru 

The  largest  of  the  three  Ele- 
trobras units,  CHESF,  which 


covers  the  less  developed 
north-east  will  be  divided  into 
three  transmission  units  and 
one  generating  company.  Fur- 
nas. which  supplies  the  pros- 
perous south-eastern  region, 
will  be  split  into  two  new  gen- 
erating companies  and  one 
transmission  company.  Eletro- 
norte  operates  in  the  remote 
northern  region  and  its  gener- 
ating and  transmission  activi- 
ties will  each  be  hived  off  into 
a single  unit 

Lex,  Page  14 


Merrill 
pays  $100m 
to  settle 
dispute  with 
Belgium 

By  Richard  Waters  in  Hew  York 
and  Jim  Kelly  fa  London 


Merrill  Lynch,  the  US 
investment  bank,  has  paid  the 
Belgian  government  around 
8100m  to  settle  a dispute  over 
currency  derivative  transac- 
tions it  undertook  with  the 
country’s  Treasury. 

Though  kept  largely  under 
wraps,  the  dispute,  which 
dates  from  the  early  1990s, 
resembles  the  public  row  over 
currency  derivatives  between 
Bankers  Trust  and  Procter  & 
Gamble.  That  case  ended  in 
Bankers  Trust  paying  S150m 
and  led  to  an  overhaul  of  the 
bank's  senior  TnanagwrnAnt. 

Merrill  and  the  Kingdom  of 
Belgium  yesterday  confirmed 
they  had  resolved  their  deriva- 
tives dispute  last  year,  though 
no  statements  were  made  at 
the  time.  Merrill  is  believed  to 
have  paid  JlOOm.  to  cover  some 
of  the  losses  the  country  suf- 
fered on  the  currency  options 
contracts.  Belgium  tad  been 
seeking  SSOOm. 

News  of  the  settlement  will 
come  as  another  black  eye  for 
Merrill,  which  last  year  paid 
$420m  to  settle  rfaims  from 
Orange  County,  the  Califor- 
nian local  authority  which 
filed  for  bankruptcy  In  1994 
after  its  dabbling  in  the  deriva- 
tives market  came  unstuck 
during  that  year’s  bond  mar- 
ket upheaval. 

The  US  bank  refused  to  dis- 
cuss details  of  its  derivatives 
dealings  with  the  Belgian 
Treasury,  but  said  it  had  “con- 
ducted this  relationship  prop- 
erly and  professionally  and 
this  resolution  does  not  imply 
otherwise". 

The  dispute  was  tied  to 
losses  Belgium  suffered  on 
so-called  “power  options"  - a 
form  of  derivative  which  mul- 
tiplies potential  profits  and 
losses  using  currency  options 
and  swaps. 

Initially,  the  Belgian  govern- 
ment is  believed  to  have  prof- 
ited from  the  trading  but  the 
currency  fluctuations  after  the 
European  currency  crisis  of 
1992  brought  about  a sharp 
reverse.  At  one  point,  potential 
losses  on  paper  are  thought  to 
have  stood  at  $L2bn. 

Like  Procter  & Gamble, 
which  accused  Bankers  Trust 
of  not  disclosing  the  full  risks 
in  the  currency  derivatives  it 
bought,  the  Kingdom  of  Bel- 
gium claimed  it  tad  been  mis- 
led about  the  power  options  by 
Merrill  salespeople. 


PAUL  ABRAHAMS 

GLOBAL  INVESTOR 


Managers  behaving  badly 


International  investors 
expecting  an  end  to  Tokyo’s 
nine-year  bear  market  have 
had  a frustrating  12  months. 
Since  January  last  year,  the 
Topix  index  of  all  first  section 
stares  on  the  Tokyo  stock 
exchange  has,  in  dollar  terms, 
underperformed  the  S&P 
Composite  by  30  per  cent  and 
the  FTSE  Eurotop  300  by  13 
per  cent  In  local  terms,  the 
Topix  has  basically  been 
fttqyfo,  while  the  yield  remains 
a parsimonious  1 per  cent.  It  is 
not  an  impressive  return  for 
foreign  investors  in  the 

world’s  second  largest 
economy, 

Such  a performance  should 
be  no  surprise.  After  all,  since 
1991  when  fore&ners  became 
net  buyers  of  the  Japanese 
market,  they  have  invested  a 

cumulative  Y!S,38Qbn 

(*227 .8b  n).  Over  the  same 
period,  the  Topix  has  fallen  35 
per  cent  Nevertheless,  there 
remain  optimists  who  believe 

the  market  is  undervalued. 

However,  on  a price-earnings 
basis  - and  I suppose  there  are 
stfl)  investors  using  such 
criteria  - the  market  looks,  on 
the  contrary,  overvalued.  On  a 
trailing  basis,  the  Topix  is 
trading  at  173  times  earnings. 
Stripping  out  the  financials  - 
after  all,  those  Japanese  banks 
are  in  a mess  so  they  should 
not  be  included  - the  market 
is  trading  at  about  GO  times 
earnings,  which  hardly 
appears  a bargain.  And  most 
international  brokers  are 
predicting  earnings  wffl  faH 
over  the  next  18  months.  HSBC 
Securities  forecasts  pre-tax 

profits  excluding  exceptkavais 
among  noa-fitaBCiafe  wHl 


plunge  3S  per  cent  this  fiscal 
year,  and  16  per  cent  next 
year. 

True,  cash  flow  valuations 
appear  more  generous.  If 
depreciation  is  added  back  in, 
the  market  is  trad  i ng  at  about 
12  timpc  rag}?  flow.  Assuming 
that  at  some  point 
depreciation  falls  sharply,  the 
market,  in  theory,  should 
benefit  from  the  additional 
cash  generated  either  through 
higher  dividends  or  share 
buy-backs. 

But  this  argument  is  based 

on  erroneous  assumptions. 

Firstly,  depredation  is 
unlikely  to  fan  fast  any  Hmo 
soon.  Although  four 
consecutive  Quarters  of 
negative  economic  growth 
have  resulted  in  high 
inventories  and  plunging 
output,  Japanese  companies 
continue  to  overinvest  In 
Japan,  purchases  of  new 
equipment  and  plant  still 
account  for  about  14  per  cent 
of  GDP.  In.  the  US,  where  the 
economy  is  probably  near  its 
peak  this  cycle,  the  equivalent 
is  9 per  cent 

The  problem  is  that 
Japanese  companies  just 
cannot  rid  themselves  of  the 
unfortunate  habit  of  investing 
in  non-economic  projects  that 
destroy  value.  Even  if  they 
stopped  overiHvestinfc  there  is 
so  littte  commitment  to 
shareholder  value  that 
mtrrpftrfrtg  this  iffvidend  or 
buying  back  shares  in  large 
quantities  Is  simply  not  on  the 
agenda.  The  most  persuasive 
valuation  method  looks  to  be 
price-to-boofc  Tta  market  is 
trading  at  about  L7  times  book 
value.  The  argument  goes  that 


the  book  value  of  assets  such 
as  land  acquired  during  the 
1960s  and  1970s  does  not  reflect 
true  value,  even  after  the 
property  crash. 

There  are  two  problems. 
First,  most  of  these  assets  are 
not  realisable.  In  the  industrial 
sector,  there  is  no  market  for 
the  sites  of  steel  plants  and 
petrochemical  complexes.  If 
Japanese  groups  tried  to 
realise  their  commercial  sites 
on  any  scale,  the  additional 
supply  would  ensure  that 
property  prices  plummeted. 
Second,  although  many 
operating  assets  may,  in 
theory,  be  undervalued  on  the 
balance  sheet,  the  ability  of 
incumbent  management  to 
generate  returns  on  them  is 
minimal 

Japanese  stocks  will  look 
better  value  only  when 
Japanese  companies  are  better 
managed.  The  list  of  groups 
paying  attention  to  investors, 
restructuring  portfolios, 
cutting  costs  and  investing  in 
projects  with  positive  net 
present  values  is  short  It 
includes  Sony,  Takeda,  Kao, 
and  Hoya.  The  problem  is  that 
they  are  not  cheap  and, 
respectively,  foreigners  own  45 
per  cent,  23  per  cent,  23  re- 
cent and  15  per  cent  already. 

fa  Japan,  there  is  no  method 
of  replacing  bad  managers,  no 
matter  how  incompetent 
Shareholder  activism  is  a sad 
joke  and  the  system  of 
cross-shareholdings  prevents 
hostile  takeovers.  Unto  there 
is  a transformation  in 
Japanese  managers’  priorities, 
there  Is  little  chance  of  a 
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INVESTMENT  VENTURE  WITH  SERCO  TO  BID  FOR  SERVICES  SUCH  AS  LONDON  UNDERGROUND  AND  AIR  TRAFFIC  CONTROL 

Nomura  sets  ud  £lbn  infrastructure 


By  Arkady  Ostrovsky 

Nomura  International,  the 
European  arm  of  the  Japa- 
nese investment  bank,  has 
set  up  a £lbn  infrastructure 
fund  with  Serco,  the  UK 
engineering  company,  to  bid 
fur  public  infrastructure  pro- 
jects. 

The  Serco  Nomura  Infra- 
structure Fund  is  tbe  latest 
addition  to  Nomura's  Princi- 
pal Finance  Croup,  which 
specialises  in  financing 


acquisitions.  Nomura  said 
the  fund  - which  will  focus 
on  public-private  partner- 
ships - has  been  set  up  to 
bid  for  services  such  as  Lon- 
don Underground  and  Air 
Traffic  Control,  should  the 
government  decide  to  privat- 
ise them. 

Nomura  would  provide  the 
funding  for  a bid  while  Serco 
would  run  the  project 

PFG  has  financed  the 
acquisitions  of  the  Ministry 
of  Defence  housing  business. 


of  Thorn,  a consumer  goods 
rental  company,  William 
Hill’s  1,500  betting  shops  and 
more  than  6,000  pubs. 

Nomura  would  usually 
keep  an  acquisition  for 
between  five  and  seven 
years  before  flotation  or 
resale. 

"Nomura  will  underwrite 
the  financial  risk  of  taking 
on  large  Infrastructure  pro- 
jects.” said  Guy  Hands,  man- 
aging director  of  Nomura 
International’s  Principal 


Finance  Group,  who  started 
the  business. 

“This  fund  will  combine 
financial  resources  with  Ser- 
co's  operational  expertise. 
There  is  an  international 
trend  towards  outsourcing 
facilities  management.” 

Serco.  an  international 
systems  engineering  group, 
runs  services  such  as  Lon- 
don's Docklands  Light  Rail- 
way (DLR),  the  UK’s  four- 
minute  warning  defence 
systems,  and  Australia's 


Great  Southern  Railway. 

“Our  presence  in  the  Asia 
Pacific  region  coincides  with 
a clear  desire  by  federal  and 
state  governments  to 
develop  their  own  public-pri- 
vate partnerships  in  a simi- 
lar vein  to  the  UK,”  said 
Richard  White,  the  chief 
executive  of  Serco. 

The  PFG,  which  has  pio- 
neered securitisation  busi- 
ness in  London,  is  one  of 
Nomura's  most  profitable, 
aggressive  and  high-profile 


UK  groups  play  the  role  of  targets  in  cut-throat  consolidation 


Andrew  Bolger  investigates  the  developments  behind  the 
French  insurer  Axa's  negotiations  to  add  GRE  to  its  portfolio 


The  acquisition  of  Guard- 
ian Royal  Exchange  by 
Axa.  the  French  insur- 
ance group,  could  both  con- 
tinue the  process  of  cross- 
border  consolidation  sweep- 
ing the  European  insurance 
industry  and  sharpen  compe- 
tition in  the  cut-throat  Brit- 
ish general  Insurance  mar- 
ket. 

Axa.  which  vies  with  Alli- 
anz of  Germany  to  be 
Europe's  biggest  insurer, 
says  the  launch  of  the  euro 
has  strengthened  its  desire 
to  bring  its  European  busi- 
nesses together  to  create  a 
single  identity. 

Claude  Be  bear,  chairman, 
says:  “Our  domestic  market 
is  no  longer  France,  it  is 
really  the  whole  European 
market" 

Axa  already  controls  a UK 
composite  insurer.  Sun  Life 
and  Provincial  Holdings, 
which  is  mainly  in  the  life 
insurance  and  pensions  sec- 
tor. 

However,  the  French 
group  has  made  it  clear  that 
it  wanted  to  expand  its  UK 
presence  and  did  not  share 
tbe  market's  hostility  to  gen- 
eral insurance,  covering 
motors  and  property.  This 
has  been  suffering  recently 
from  overcapacity  and  the 
entry  of  cheaper  direct-sales 
operations,  resulting  in  weak 


premiums  and  underwriting 
losses. 

Although  Axa  would  be 
unable  to  take  as  many  costs 
or  jobs  out  of  GRE  as  a Brit- 
ish rival  such  as  Royal  & 
Sun  Alliance,  it  is  confident 
it  can  improve  the  the 
group’s  general  insurance 
underwriting,  which  has 
deteriorated  as  it  struggled 
to  maintain  market  share. 

A man  who  would  take  on 
'a  leading  role  in  sorting  out 
GRE’s  general  insurance 
business  is  Andy  Homer, 
chief  executive  of  Axa  Insur- 
ance. Sun  Life  and  Provin- 
cial's general  insurance  sub- 
sidiary. 

He  was  poached  last  year 
from  his  position  as  head  of 
the  London  insurance  mar- 
ket operations  of  CGU,  the 
composite  insurer  formed  by 
the  merger  of  Commercial 
Union  and  General  Accident. 

Mr  Homer,  said  then  that 
he  was  Joining  a company 
that  was  aware  of  the  impor- 
tance of  global  branding  and 
prepared  to  back  its  ambi- 
tions with  fnianrial  clout. 

Axa  confirmed  its  brand- 
building intentions  last  sum- 
mer with  its  announcement 
that  it  would  spend  £40m 
over  four  years  as  the  new 
commercial  sponsor  of  the 
FA  Cup,  a deal  that  would 
raise  its  profile  in  tbe  UK 


and  bring  its  name  in  front 
of  the  worldwide  audience 
that  watches  the  FA  Cup 

final 

When  Mark  Wood,  chief 
executive  of  Sun  Life  and 
Provincial,  last  month 
announced  Mr  Homer’s  pro- 
motion he  said:  “Andy  has 
matte  an  immediate  impact 
on  our  property  and  casualty 
insurance  business  since  his 
appointment  as  chief  execu- 
tive of  Axa  Insurance  In  the 
summer,  and  his  appoint- 
ment to  the  board  means 
that  we  will  be  able  to  bene- 
fit from  his  strategic  think- 
ing across  the  whole  of  our 
group  in  the  UK." 

Regardless  of  how  Axa 
fores  with  GRE,  the  bidding 
war  for  one  of  tbe  venerable 
names  in  British  insurance 
has  thrown  a harsh  light  on 
Its  domestic  competitors.  . 

When,  following  an 
approach  by  Axa.  GRE  said 
in  November  that  it  would 
consider  offers  for  all  or 
parts  of  its  business,  a vari- 
ety of  big  insurers  expressed 
interest,  including  CGU,  Ger- 
many’s Allianz,  and  Allied 
Zurich,  the  product  of  last 
year’s  merger  between  Zur- 
ich Group  of  Switzerland 
and  the  financial  services 
arm  of  BAT  Industries. 

However,  when  the  bid- 
ding came  to  a climax  this 
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Brendan  Con 


weekend,  there  were  only 
three  serious  bids  on  the 
table  and  only  one  of  those 
was  from  a British  company: 
Royal  & Sun  Alliance. 

Royal  & Sun’s  own  offer 
faltered  because  the  GRE 
board  were  dubious  about 
the  shares  element  of  its 
shares  and  cash  offer.  Robert 
Mendelsohn,  an  American, 
was  appointed  chief  execu- 
tive a year  ago  after  the 


merged  group’s  cumbersome 
board  structure  proved 
untenable,  but  the  market 
was  clearly  nervous  about 
whether  the  company  could 
digest  another  sizeable 
acquisition.  Royal  & Sun’s 
shares  had  already  fallen  5 
per  cent  and  GRE  feared 
that  they  would  foil  further 
if  a deal  was  flnnminrpri- 
The  outcome  suggests  that 
UK  companies  are  worth 


more  to  European  companies 
seeking  to  build  transna- 
tional operations  than  they 
are  to  their  domestic  compet- 
itors, even  though  they  all 
want  to  reduce  tbe  British 
industry's  overcapacity  and 
rebuild  premiums. 

The  European  insurance 
industry  is  clearly  shrinking 
but,  so  far.  UK  companies 
are  playing  the  roles  of  tar- 
gets. 


Barclays  to  cut  £300m 
costs  on  retail  operations 


Traders  ponder  legal  bid 
over  Griffin  collapse 


By  Tborojd  Barker 

Barclays,  one  of  the  UK's 
largest  high  street  banks,  is 
hoping  to  cut  costs  in  its 
retail  banking  operations  by 
more  than  £300m  in  a 
restructuring. 

The  savings  - in  a drive 
headed  by  John  Varley.  the 
retail  financial  services  divi- 
sion’s chief  executive  - will 
come  from  removing  dupli- 
cation in  areas  such  as  mar- 
keting and  human  resources, 
and  are  likely  to  lead  to  hun- 
dreds of  job  losses  among  its 
60,000  stall  over  the  next  18 
months. 

The  retail  banking  opera- 
tion, which  is  the  most  prof- 
itable area  for  Barclays,  was 
reorganised  on  January  I 
into  two  areas,  catering  for 
tbe  mass  market  and  wealth- 


ier customers.  This  replaces 
the  old  structure  based 
around  different  products 
such  as  current  accounts 
and  savings  accounts.  Each 
was  a separate  business 
unit,  with  its  own  manage- 
ment structure  and  separate 
relationship  with  its  custom- 
ers. 

Opportunities  for  cost  cut- 
ting are  especially  signifi- 
cant in  areas  such  a market- 
ing. which  employs  about 
200,  human  resources  and 
back  office  transaction  pro- 
cessing. There  were  no 
details  of  exactly  where  the 
losses  would  folL 

The  review  of  costs,  with 
the  help  of  a “plethora  of 
consultants”,  has  just 
started  and  concrete  results 
are  not  expected  for  some 
months.  The  moves  are 


likely  to  be  accompanied  by 
attempts  to  reinvigorate  the 
Barclays  brand. 

The  bank  is  talking  to 
advertising  agencies  to  run  a 
new  campaign  to  promote 
the  Barclays  corporate 
brand,  instead  of  its  tradi- 
tional focus  on  advertising 
each  product  individually. 

It  Is  also  looking  at  ways 
of  giving  a “fresher  look”  to 
its  blue  logo,  which  has  not 
changed  for  thirty  years. 
The  bank  is  testing  a proto- 
type branch  in  Stockport, 
which  opened  in  November, 
and  has  a range  of  new  facil- 
ities, including  PC  and  tele- 
phone banking. 

Investors  are  expected  to 
welcome  the  changes.  Bar- 
clays' shares  have  fallen  i 
from  a high  of  almost  £20 
last  year  to  £13.60  on  Friday.  I 


By  Vincent  Boland 

A group  of  independent 
traders  on  London’s  futures 
and  options  market  will  con- 
sider this  week  whether  to 
take  legal  action  to  recover 
DMSm  (£1.8m)  relating  to  the 
collapse  of  Griffin  Trading,  a 
derivatives  firm  shut  by  UK 
regulators  before  Christinas. 

The  legal  move  is  seen  as 
the  last  chance  the  locals 
have  to  recover  all  their 
money  from  Griffin.  It  was 
shut  down  when  John  Park, 
an  independent  trader  who 
used  the  firm  to  clear  his 
trades,  incurred  losses  of 
£6-2m  investing  in  futures 
contracts  on  German  govern- 
ment bonds. 

Locals  are  seeking  the 
return  of  DM5m  from  Mees- 
Pierson  Frankfurt,  the  bank 


used  by  Griffin  to  clear 
transactions  carried  out  on 
Eurex.  the  German/Swiss 
derivatives  market  where  Mr 
Park  made  his  losses.  The 
money  was  transferred  to 
the  bank  to  meet  a margin 
call  on  Mr  Park’s  failed 
transactions.  Locals  insist  it 
belonged  to  them  and  not 
Griffin,  and  should  not  have 
been  used  to  meet  the  call. 

Finbarr  O'Connell  of 
Grant  Thornton,  Griffin’s 
liquidator,  said  he  was 
“assessing  whether  there  is 
a claim  against  Mees Pierson 
or  any  other  party".  It  is 
believed  any  legal  move 
would  hinge  on  that  assess- 
ment. The  bank  could  not  be 
reached  for  comment.  About 
50  locals  who  trade  for  them- 
selves on  the  London  Inter- 
national Financial  Futures 


and  Options  Exchange  have 
bad  their  livelihoods  threat- 
ened since  Griffin  collapsed. 

Their  accounts  with  the 
firm  were  frozen  by  the 
Securities  and  Futures 
Authority,  the  regulator,  and 
so  for  only  about  10  of  them 
have  been  able  to  raise  new 
capital  to  continue  trading. 

Each  trader  is  understood 
to  have  between  £5,000  and 
£100.000  tied  up  in  Griffin. 
They  were  told  they  would 
get  half  of  their  frozen 
money  back  within  two 
months.  But  it  is  believed 
they  could  get  all  their 
money  back  if  they  secured 
the  DM5m.  “We  have  had 
favourable  advice  from  our 
German  lawyers,"  said  Hugh 
Bryant,  a partner  at  William- 
son & Horrocks,  the  City  law 
firm  acting  for  the  group. 


COMMENT 


international  business. 

The  of  the  PFG  is  to 
take  ranch  of  the  potential 
benefit  of  a successful  take- 
over or  privatisation,  while 
passing  the  risks  to  outside 
investors. 

Nomura's  standard  model 
is  to  make  an  acquisition 
and  switch  tbe  assets  into  a 
separate  bolding  company, 
which  issues  short-term 
bonds  to  refinance  the  pur- 
chase. Tbe  assets  are  effec- 
tively turned,  into  securities. 


Marston/Wolverhampton 


Investors  in  Marston,  Thump-  __  . 
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parties.  In  weighing  up  tbe  1998  JW99 

two  managements,  W&D  f w n—mwnv 
deserves  the  most  credit  for 

its  handling  of  a traditional  pub  portfolio.  Marston's  bosses 
are  more  comfortable  talking  about  retail  brands  - such  as 
their  tiny  Pitcher  & Piano  chain  - than  about  their  hun- 
dreds of  established  pubs.  This  looks  out  of  step  with  con- 
cern about  over-expanskm  of  theme  pubs.  It  also  underplays 
the  resilience  of  tenancies  in  more  difficult  times.  On  the 
brewing  side.  Marston  has  rightly  questioned  whether  a 
regional  company  needs  three  sites.  But  if  W&D  foils  to 
make  decent  returns,  it  can  steal  Marston's  ideas.  Investors 
left  with  a stake  in  an  enlarged  W&D  might  expect  2000 
operating  profits  of  about  £l00m.  interest  cover  of  three 
Hmw  and  earnings  per  share  of  60p-70p  - an  undemanding 
multiple  of  seven.  This  looks  less  risky  than  Marston’s  plan 
to  take  on  more  debt,  close  breweries  and  sell  most  of  the 
pubs.  Radical,  but  thfo  management  seems  too  keen  on 
starting  from  somewhere  else. 
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Competition  policy. 

Stephen  Byers  is  living  up  to  his  advance  billing  as  poten- 
tial!; as  pro-enterprise  a trade  and  industry  secretary  as  his 
predecessor,  Peter  Mandelson.  He  may  not  have  made  n final 
decision  on  removing  government  from  the  day-to-day  busi- 
ness of  vetting  takeovers,  but  that  is  the  way  he  is  heading. 
And  a healthy  move  it  would  be.  As  with  setting  interest 
rates  - before  that  job  was  passed  to  the  Bank  of  England  - 
when  ministers  meddle  with  mergers  political  consider- 
ations can  too  easily  trump  what  is  best  for  the  economy. 
There  are  some  caveats,  notably  the  need  for  the  govern- 
ment to  retain  oversight  of  defence  deals.  But  Mr  Byers  is 
being  too  protective  by  suggesting  ministers  should  also  be 
involved  in  newspapers  deals  It  is  hard  to  think  of  a sector 
where  party  politics  play  a greater  role. 

GM  not  actively 
pursuing  Nissan 


By  Hctad  Waters  in  New  York 

General  Motors  is  not 
actively  pursuing  a takeover 
of  Nissan  and  has  no  plans 
to  top  Ford  Motor’s  offer  for 
Volvo,  according  to  Richard 
Wagoner,  the  US  automak- 
ert  president  and  chief  oper- 
ating officer. 

His  comments,  which  will 
be  broadcast  in  an  interview 
with  a BBC  radio  pro- 
gramme today,  appear  to 
douse  some  of  the  more 
heated  speculation  that  has 
erupted  in  recent  weeks 
about  GM  entering  bidding 
wars  for  both  automakers. 

Asked  whether  GM  would 
consider  buying  Nissan  or  a 
European  company,  Mr  Wag- 
oner said:  “We  have  not 
given  any  serious  consider- 
ation to  that  and  I wouldn't 
anticipate  that  kind  of  move 
on  our  part” 

Despite  his  comments,  GM 
executives  have  indicated 
that  international  acquisi- 
tions could  come  to  play  a 
bigger  part  in  the  US  compa- 
ny’s attempts  to  expand  in 
Asia.  In  an  interview  with 
the  Financial  Times 
recently,  Jade  Smith,  chair- 
man,  said  that  such  acquisi- 


tions would  have  been 
unlikely  two  years  ago.  but 
that  the  Asian  crisis  may 
have  created  opportunities 
to  buy  local  producers. 

The  US  company's  push 
Into  the  region  was  more 
likely  to  rely  on  its  existing 
links  with  Suzuki  and  Isuzu. 
said  Mr  Wagoner.  "I  guess  it 
would  be  inappropriate  far 
me  to  rule  out  other  things 
happening,  but  I have  to  tell 
you  honestly,  that  there’s 
not  anything  at  all  in  any 
serious  state  of  discussions 
or  negotiations." 

In  an  effort  to  boost  the 
performance  of  its  existing 
operations,  meanwhile,  GM 
has  set  a far  more  demand- 
ing set  or  targets  for  its  top 
executives.  These  include 
tying  executive  pay  more 
closely  to  the  performance  of 
the  company  and  its  stock 
price,  and  setting  more 
ambitious  profit  goals. 

The  initiative  marks  GM’s 
latest  efforts  to  revitalise  a 
management  culture  that 
has  foiled  to  deliver  the  sort 
of  improvements  that  were 
hoped  for  when  independent 
directors  forced  a shake-up 
of  top  management  six  years 
ago. 
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Introduced  on  tlie  stock 
exchange  in  June  1998, 
Rhodia  is  one  of  the 
world  leaders  in  specialty 
chemicals.  Present 
in  13 5 countries  with 
23.500  employees. 

Rhodia  generated  sales  of 
5.537  million  euros  in  1998. 


1998:  the  first  step  to  progress 

An  increase  in  gross  operating  margin  from  11.9 % to  14.5% 
An  improvement  in  net  result  of  1,233  million  euros 


Sfox^i£siSfcim<^fo  rswomfe  pressures 

The  decrease  in  business  volume  in  the  second  half  of  the  year  had  a negative 
impact  on  sales  1-Z2%)  but  prices  remained  stable  f-CL21H>)  which  demon- 
strates less  cyclicality  in  Rhodia's  businesses. 

is  SfiBA  • 

The  improvement  in  the  EBITDA  is  due  to  lower  price  of  raw  materials  and 
productivity  measures  implemented  in  Rhode's  plants. 

In  order  to  meet  its  objectives  rapidly,  Rhodia  has  launched  further  productivity 
measures.  A provision  of  85  million  euros  was  made  in  1998  of  which  60  mil- 
lion euros  were  allocated  to  site  closures.  These  extraordinary  items  will  result 
in  recurring  annualized  savings  of  45  million  euros. 

Beatff^^no'alstnicbtfe  ' ' ■- 

An  increase  in  capital  of  12  billion  euros  in  1998  enabled  the  company  to 
reduce  debt  from  3,40*  million  euros  in  1997  to  1,136  million  euros  on 
December  31, 1998.  This  debt  reduction  will  enable  the  company  to  achieve 
savings  in  financial  costs  of  75  million  euros  per  year  as  from  1999. 

The  debt/equity  rath  which  was  negative  in  1997;  improved  to  52%  at  the  end 
of  the  year. 

■fticusoB  spen^.cbemfcats; . 

fflwdia  continued  to  focus  on  less  cyclical  activities  with  higher  added  value  by 
completing  16  divestitures  in  1998.  representing  430  million  euros  in  sales,  in 
particular,  the  Group  sold  all  its  polyester  interests  in  Europe  as  well  as  the  first 
sages  of  polyester  in  Brazil.  In  parallel.  Rhodia  has  reinforced  its  position  in 
strategic  businesses. 

Hrst  dtv&tentf  30%  of.net  income  ' ■ ' 

At  the  next  Board  meeting,  a proposal  will  be  made  to  pay  dividends  totaling 
35  million  euros,  representing  309b  of  net  income,  as  previously  indicated  to 
Shareholders  Should  the  proposal  be  approved  at  the  riiareholders’  General 
Meeting  to  be  held  on  April  15.  1999  in  La  Defense,  the  dividend  per  riiare 
could  be  fixed  at  0J0  euro,  including  tax  credit 


iiisl 


• Aoreietatei  draRge  agrf  continued  growth  in  1999 ' 

Despite  a weak  economic  environment  that  will  no  doubt  continue  during  the 
-beginning  of  the  year,  Rhodia  intends  to  produce  further  significant  results  in 
1999.  A certain  number  of  decisions  taken  in  1998  will  automatically  have  a 
positive  effect  on  the  net  income  for  1999  (provisions,  improvement  in  margins 
due  to  the  divestiture  of  less  profitable  businesses  and  reductions  m financial 
costs).  Furthermore,  certain  company-wide  measures  have  been  launched  to 
accelerate  these  changes?  "Purchasing*  program;  revision  of  innovation 
process;  reduction  in  fixed  costs;  improvement  in  industrial  performance; 
development  of  a results -oriented  culture. 

The  progress  made  in  1998  and  improvements  forecast  for  1999  will  ensure 
Rhodia’s  recovery  and  its  capacity  to  create  value  for  its  shareholders. 

1998  resufe'fcey  figures 


Net  sales" 5,703  S£37 

EBITDA’ G8T 801 

Net  result -1,117 116 

Earning  per 

share  IF  and  €) -6.42 0.67 

‘ Qnocomptzuble  txsfi  exduding  ertroorriOTTry  i ferns 


Rhodia 


The  best  is  yet  to  come 
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1 Breakdown  of  1998  sales 
per  division 


■ fine  organics 

■ • Conwmer  spetiatots 
O Wastrial  specialties 

■ Sernas  and  specialties 
Mwmifc 

■ UixeSamn 


' Breakdown  of  1998  sates 
per  geographic  zone 


■ Ewope 
►fcxtb  America 
■Ufa  America 

' Arts  PbuTh 


Net  result 


I1GM€  762  MF 
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801  M*  12WMT 
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*ff°M0TIVE  INDUSTRY  SWEDISH  GROUP  LOOKS  BEYOND  SCANIA' FOR  ACQUISITION 

Volvo 


By  Dm  Burt  fa  Stockholm 

Volvo,  the  Swedish  auto- 
motive group  which  last 
week  agreed  to  sell  its  car 
division  to  Ford  of  the  US  for 
SKrSObn  (S6.4bn)  is  in  inten- 
sive talks  with  at  least  two 
heavy  truck  manufacturers 
about  an  acquisition  that 
could  double  the  size  of  its 

commercial  vehicle 
operations. 

Volvo  has  also  made  a sep- 
arate approach  to  Scania, 
the  Swedish  heavy  truck 
manufacturer  that  is  con- 
trolled by  Investor,  the  main 
holding  company  for  Swe- 
den's Wallenberg  business 
empire. 

"Discussions  are  being 
pursued  at  the  highest  lev- 
els.” said  one  person  familiar 
with  the  negotiations.  Bank- 
ers close  to  Volvo  have 
emphasised  that  the  com- 
pany has  other  options  in 
commercial  vehicles,  apart 
from  Scania.  Of  the  other 
potential  bid  targets,  it  is 
thought  that  Paccar  of  the 


woos  other  truck  companies 


US  and  MAN  of  Germany 
rank  highly  for  Volvo.  Navis- 
tar. another  independent  US 
manufacturer,  hag  ai«n  been 
named  as  a possible  partner. 

However,  analysts  noted 
that  Seattle-based  Paccar, 
believed  to  be  controlled  by 
the  secretive  Piggott  family, 
had  been  on  the  acquisition 
- rather  than  disposal  - trail 
and  expressed  surprise  that 
the  company  might  be  up  for 
sale.  By  contrast,  MAN 
shares  surged  to  €237.50  on 
Friday  on  speculation  that 
MAN  Nutzfahrzeuge,  MAN'S 
trucks  subsidiary,  might  be 
on  the  block.  However,  the 
group,  which  also  manufac- 
tures industrial  and  printing 
equipment,  has  consistently 
denied  any  plans  to  spin  off 
its  commercial  vehicles. 

Both  Paccar  and  Navistar 
declined  to  comment. 

Volvo  is  known  to  have 
approached  MAN  in  - the 
past,  while  a deal  with  Pac- 
car would  enhance  its  US 
presence.  Paccar's  Daf  sub- 
sidiary would  also  provide  a 


Expansion  drive:  Volvo  could  doubts  its  commercial  vehicles  arm 


second  European  leg  for 
Volvo.  “We  will  do  acquisi- 
tions and  we  intend  to  be 
aggressive  to  use  our  finan- 
cial strength  to  develop  our 
commercial  side.”  Volvo 
said. 

Talks  with  rival  truck 
manufacturers  have  intensi- 
fied after  indications  that 
Investor  would  seek  SKr350- 


SKr375  a share  for  Hs  near  45 
per  cent  stake  in  Scania. 
Shares  in  the  Swedish  heavy 
truck  group  closed  at 
SKr238.50  on  Friday,  valuing 
the  company  at  SKr47.9bn. 

Volvo  earlier  this  month 
paid  SKr5.2bn  for  a 13  per 
cent  stake  in  Scania,  prompt- 
ing accusations  from  Inves- 
tor that  it  was  preparing  a 


hostile  hid.  The  Wallenberg 
group  has  also  made  clear  it 
was  in  talks  with  other  man- 
ufacturers about  an  alterna- 
tive alliance. 

"Consolidation  Is  required 
in  the  truck  industry  but 
everyone  wants  to  be  buyers 
rather  than  sellers,”  said 
John  Lawson,  automotive 
analyst  at  Salomon  Smith 
Barney  in  London.  “There 
will  be  a clear  correlation 
between  price  and  availabil- 
ity.” Other  Industry  analysts 
warned  that  Volvo’s  position 
would  not  necessarily  be 
strengthened  by  the  pro- 
ceeds' from  its  car  division 
disposaL 

“They  are  seen  as  rather 
anxious  buyers  and  that  is 
not  the  easiest  bargaining 
position  to  start  from,”  said 
one  analyst  in  Stockholm. 

Following  the  disposal  of 
the  car  division.  Volvo’s 
truck  arm  will  become  its 
single  largest  business.  It  is 
thought  to  have  contributed 
profits  last  year  of  SKriL9bn 
on  sales  of  SKr62bn. 


Oneximbank  near 
to  bond  default 


By  Andrew  Jack  fa  Moscow 
and  Arkady  Ostrovsky 
(n  London 

Oneximbank.  one  of  Russia’s 
most  prominent  financial 
groups,  is  on  the  verge  of 
technically  defaulting  on  the 
servicing  of  an  international 
bond,  in  a new  indication  of 
the  escalating  crisis  facing 
the  country's  businesses. 

The  bank,  the  principal 
vehicle  of  the  business  "oli- 
garch” Vladimir  Potanin,  is 
expected  to  fail  to  meet  its 
obligation  to  pay  a $12m  cou- 
pon that  falls  due  today  on  a 
$50m  bond  issue. 

However,  the  group  is 
already  at  an  advanced  stage 
of  discussions  with  its  credi- 
tors, and  is  expected  to  make 
an  announcement  during  the 
day  ou  its  plans  to  restruc- 
ture the  interest  payments 
in  time  to  meet  a two-week 
grace  period. 

Failure  to  honour  tire  debt 
would  represent  a new  step 
in  the  financing  difficulties 
facing  Russian  companies. 
Most  of  the  country's  busi- 
nesses - as  well  as  the  Rus- 
sian Federation  itself  - have 
so  far  avoided  defaults  on 
international  bonds. 

Talks  with  Onmdmbank’s 
creditors  follow  the  compa- 


ny’s failure  to  meet  the  cou- 
pon payments  on  a floating- 
rate  note  last  week,  which 
triggered  a 14-day  grace 
period  in  which  Oneximbank 
has  to  pay  the  coupon. 

Stephen  O'Sullivan,  an 
analyst  at  the  Moscow-based 
United  Financial  Group,  said 
a default  on  the  bond  would 
be  a worse  signal  for  the 
markets  than  simply  being 
unable  to  pay  a floating-rate 
note  coupon.  “It  would  raise 
the  possibility  of  other 
defaults  on  the  part  of  corpo- 
rate issuers,”  he  said. 

The  news  comes  as  con- 
cern is  growing  about  Rus- 
sia’s ability  to  service  its 
own  sovereign  debt  It  has 
already  missed  payments  on 
restructured  Soviet-era  com- 
mercial debt  but  the  Russian 
finance  ministry  has 
attempted  to  draw  a sharp 
distinction  between  Soviet- 
era  debt  and  post-1992  debt 
issued  by  the  Russian  Feder- 
ation, .which  it  claims,  is 

"untouchable”. 

Oneximbank.  whose  total 
debt  Is  estimated  at  J525m. 
has  already  shifted  Its  bank- 
ing assets  last  year  into  a 
new  entity  called  Rosbank. 
which  has  also  received 
assets  from  rival  banks  Most 
and  Menatep. 


JDS  Uniphase  set  to 
raise  pace  of  change 


By  Scott  Morrison  in  Toronto 

The  recently  announced 
merger  between  fibre  optic 
component  manufacturers 
JDS  Fttel  and  Uniphase  is 
likely  to  accelerate  develop- 
ment and  reduce  costs  in  the 
telecommunications  systems 
manufacturing  industry,  say 
analysts. 

The  merged  company,  to 
be  called  JDS  Uniphase, 
would  be  able  to  provide 
manufacturers  such  as  Nor- 
tel Networks  and  Lucent 
Technologies  with  integrated 
modules,  rather  than  sepa- 
rate components,  which  they 
could  quickly  input  into 
their  systems. 

Analysts  said  that  would 
cut  development  time  and 
lower  costs  in  the  rapidly 
evolving  telecoms  systems 
industry,  a sector  in  which 
product  cycles  are  being  sig- 
nificantly compressed  and 
time-to-market  is  critical. 
They  predicted  Uniphase's 
hi-tech  competitors  would  be 
forced  to  merge  in  a hid  to 
keep  pace. 

Anthony  Muller.  Uni- 
phase's chief  financial  offi- 
cer, said  the  two  companies 
have  virtually  no  product 


overlap,  but  essentially 
serve  the  same  customers. 

Canada’s  JDS  Fitel  pro- 
duces wavelength  division 
multiplexers,  which  separate 
light  beams  and  enable  fibre 
optic  cable  strands  to 
carry  a greater  amount  of 
data. 

Uniphase,  its  US  merger 
partner,  produces  compo- 
nents such  as  pump  lasers, 
which  provide  optical  power 
far  amplifying  devices  used 
to  boost  fibre  optic  signals 
across  long  distances. 

Systems  manufacturers, 
which  have  until  now  been 
forced  to  combine  these  sep- 
arate components  into  their 
networks,  hare  been  asking 
their  suppliers  to  provide 
integrated  modules  to  sim- 
plify and  accelerate  the  pro- 
duction cycle. 

The  merger  will  enable 
systems  manufacturers  to 
procure  their  fibre  optic 
components  from  a-  single 
supplier. 

“If  we  did  not  merge,  we 
would  have  to  find  another 
way  to  meet  the  module 
demands  of  our  customers.” 
said  Mr  Muller. 

Enabling  systems  manu- 
facturers to  market  products 


more  quickly  would  allow 
telecoms  carriers  such  as 
MCI  WorldCom  and  Sprint  to 
develop  more  advanced  net- 
works with  greater  capacity 
in  less  time,  said  Mr  Muller. 
Jozef  Strauss.  JDS  Fitel’s 
chief  executive,  said  he 
expected  the  combined  com- 
pany would  deliver  its  first 
component  module  within 
six  mouths  of  the  merger. 

Analysts  said  the  two  com- 
panies already  supply  manu- 
facturers such  as  Tyco,  Sie- 
mens and  Pirelli. 

JDS  Uniphase  would  con- 
centrate on  research  and 
manufacturing  products  for 
the  submarine,  long-haul, 
metropolitan  and  cable  tele- 
vision fibre  optic  markets. 

The  optical  components 
market,  thought  to  be  worth 
USSL3bn  in  1998,  is  expected 
to  grow  to  almost  US$7bn  by 
2004,  according  to  Ryan  Han- 
kin  Kent,  a US  telecom^ 
industry  analysis  firm. 

The  “merger  of  equals” 
would  create  one  of  the 
world's  largest  and  most 
advanced  manufacturers  of 
fibre  optic  components  with 
a market  capitalisation  of 
USS6.1bn  at  the  time  the 
deal  was  announced. 


Paribas, 
SocGen 
‘talking 
on  link’ 

By  Samar  iskandar  In  Paris 

Society  Gen6rale  and 
Paribas,  the  French  banks, 
have  revived  talks  over  a 
possible  link,  according  to 
Le  Figaro,  the  daily  news- 
paper. 

The  news  comes  as  spec- 
ulation is  intensifying  that  a 
long-awaited  rationalisation 
of  the  country's  banking 
industry  iB  imminent. 

Paribas,  which  is  also 
believed  to  have  been 
approached  - unsuccessfully 
- by  Banque  Nationals  de 
Paris,  confirmed  it  was  in 
“discussions  with  several 
French  banking  groups”. 
SocGen  could  not  be  reached 
at  the  weekend. 

Analysts  believe  Paribas's 
successful  niche  strategy  in 
investment  banking  would 
complement  the  activities  of 
larger  retail  banks  such  as 
SocGen  and  BNP,  which 
have  failed  to  challenge  the 
dominance  of  large  US 
investment  banks. 

Paribas  is  also  France’s 
largest  participant  in  the 
consumer  lending  market, 
an  activity  that  offers  poten- 
tial synergies  with  the 
banks’  branch  networks. 

Paribas's  future  has  been 
the  subject  of  speculation 
ever  since  Axa,  the  Insur- 
ance company  that  is  its 
largest  shareholder,  pressed 
the  bank’s  management  late 
last  year  to  make  its  strat- 
egy “more  convincing”. 
Rumours  hare  associated  it 
with  BNP,  in  which  Axa  is 
also  a large  shareholder. 

The  choice  of  a partner  for 
Paribas  could  also  decide  the 
future  shareholding  struc- 
ture of  Cr&dit  Lyonnais,  the 
bank  due  to  be  privatised  in 
coming  weeks  after  a state- 
backed  rescue. 

Axa,  SocGen,  BNP  and 
Paribas  have  all  expressed 
interest  in  taking  stakes  of 
more  than  5 per  cent  in 
Credit  Lyonnais.  Paribas, 
which  sold  its  retail  banking 
operation.  Credit  du  Nord.  to 
SocGen  last  year,  has  an 
arrangement  to  sell  some  of 
its  products  through  Credit 
Lyonnais's  branch  network. 

This  month,  Paribas 
announced  a reorganisation 
of :its  activities  around  four 
core  businesses:  proprietary 
investments,  investment 
hanking,  retail  financial  ser- 
vices and  asset  management. 
It  jalso  said  it  was  aiming  to 
expand  internationally. 


Texas  group 
buys  Victoria 
gas  assets 


By  Bunn  Robinson 
in  Mefbowne 


Texas  Utilities,  the  US  power 
company,  stepped  up  its 
involvement  in  Australia's 
deregulating  power  market 
yesterday  with  the  A$1.6bn 
(USSlbn)  purchase  of  natural 
gas  distribution  and  retail- 
ing facilities  from  the  state 
government  of  Victoria,  in 
south-eastern  Australia. 

The  sale  price  was  well 
above  analysts'  expectations 
of  A$lbn-A$1.2bn  and 
reflected  the  high  level  of 
interest  among  foreign 
power  groups  in  Victoria’s 
sweeping  power  privatisa- 
tion programme. 

Victoria  is  the  first  state  to 
auction  its  electric  power 
and  gas  assets,  and  with  yes- 
terday’s sale  it  has  now 
raised  more  than  AS24bn 
from  energy  sell-offs. 

Analysts  said  the  size  of 
the  deal  could  trigger  a gen- 
eral reassessment  of  the  val- 
uation of  Australian  utili- 
ties. It  demonstrated  that 
bidders,  mostly  from  the  US 
and  UK,  were  prepared  to 
pay  top  prices  for  Australian 
utilities,  said  one  Sydney- 
based  analyst 

More  significantly,  it 
would  encourage  other  gov- 
ernments to  proceed  with 
privatisation  plans.  Among 
them,  the  Western  Austra- 
lian state  government  is  con- 
sidering the  sale  of  its  gas 
utility,  AlintaGas,  later  this 
year,  probably  for  A$S50m- 
ASLlbn.  The  South  Austra- 
lian. Australian  Capital  Ter- 
ritory and  New  South  Wales 
state  governments  are  also 
trying  to  win  political 
approval  to  sell  various 
energy  businesses. 

After  final  bids  closed  on 
Friday,  the  Victoria  govern- 
ment announced  yesterday 
that  Texas  Utilities  Austra- 
lia beat  four  other  bidders 
for  Westar/Kinetik  Energy,  a 
gas  distribution  and  retail 
company  which  services  the 
state's  western  half.  The 
utility  combines  the  Westar 
gas  distribution  network 
with  The  Einetik  Energy  gas 
retailing  business. 

Westar/Kinetik  was  the 
first  of  Victoria's  three  gas 
utilities  to  be  sold.  It  fol- 
lowed the  state's  sale  of  elec- 
tricity distributors  in  the 
mid-1990s  and  the  A$1.7bn 
purchase  last  November  by 


American  Electric  Power,  of 
the  US,  of  CitlPower,  a Victo- 
rian electricity  distributor, 
from  Entergy  Corp.  another 
US  company.  Texas  paid 
nearly  82.lbn  in  late  1995  for 
Eastern  Energy,  one  of  live 
Victorian  electricity  distribu- 
tors sold. 

Under  its  gas  privatisation 
programme,  Victoria 
planned  to  sell  the  remain- 
ing two  distribution  and 
retailing  gas  utilities.  Multi- 
net  Gas/Ikon  Energy  and 
Stratus  Networks/Energy  21, 
as  well  as  the  state's  main 
gas  pipeline  network.  Trans- 
mission Pipelines  Australia, 
before  the  end  of  May,  offi- 
cials said.  Analysts  estimate 
the  gas  sell-off  would  earn 
the  government  about  A$6bn 
in  total 

For  Texas,  the  acquisition 
will  create  the  first  “multi- 
energy  company  with  cover- 
age across  the  state”,  the 
government  said.  It  also 
helped  realise  the  govern- 
ment's aim  of  creating  an 
integrated  energy  market, 
with  retailers  providing  a 
variety  of  energy  products 
and  services,  officials  said. 

Bob  Shaphard,  Texas  man- 
aging  director,  said  the  com- 
pany bad  given  Victoria  a 
“full  and  fair  price”. 

“We're  able  to  bring  to 
bear  the  scale  of  the 
operations  of  Texas  Utilities 
and  our  experience  in  oper- 
ating gas  systems we 

think  we  can  deliver  a more 
cost-effective  product,"  he 
said.  Mr  Shaphard  said 
Texas  would  be  interested  in 
a public  float  of  its  Austra- 
lian assets  in  the  longer 
term,  once  it  “demonstrated 
their  worth  to  the  market”. 

Texas  is  also  building  an 
underground  gas  storage 
facility  in  the  state,  and 
accelerated  construction  last 
September,  after  an  explo- 
sion at  Victoria’s  only  gas 
and  oil  processing  plant  crip- 
pled gas  supplies. 

The  government  said  the 
sale  of  Westar/Kinetik  would 
result  in  lower  gas  prices 
and  improved  services,  and 
was  unlikely  to  lead  to  job 
losses.  Proceeds  from  the 
sale  of  gas  assets  would  go 
to  reducing  state  debt  But 
state  opposition  leaders  crit- 
icised the  sale,  warning  it 
would  lead  to  higher  prices 
and  do  nothing  to  improve 
reliability  of  gas  supply. 
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incorporated  in  Jersey,  Channel  Islands,  Reg.  no.  62686 

SYAMA  MINE 

■ C]sH  profit  ichlrved. 

■ Gold  production  exceeds  20  OOO  ox  for  December. 

■ Cash  operating  costs  reduced  to  US$224foz  for  December. 

MORILA  PROJECT 

■ MorHa  deposit  doubles  in  size  and  is  stilt  open. ' 

■ Measured  and  indicated  resources  now  3-2  million  ox. 

CORPORATE 

Parent  company  loan  converted  to  equity,  US$13.4  motion  cedi  raised. 
RandgoW  Resources  has  33  rtBBbn  shores  lasted  at  at  3 1 December  1998 
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MOET  HENNESSY*  LOUIS  VUITTON 


1998  SALES  : 6.9  BILLION  EUROS 

(FRF  45.5  BILLION) 


be  LVMH  - MOET  HENNESSY  LOUIS  VUTXTON  Group 
today  announced  consolidated  net  sides  of  6.9  billion 
Euros  (FRF  45.5  bHRon),  a fall  of  5%  over  the  same 
period  In  1 997.  After  a difficult  third  quarter  showing  a 13%  fall 
In  sales,  the  fourth  quarter  was  more  positive  (+2%)  and  the 


Groap  posted  record  sales  figures  in  December,  up  7%  over  the 
same  period  last  year.  Factors  contributing  to  these  results  are 
the  successful  launch  of  new  products  together  with  the 
effects  of  a stronger  Yen  and  the  first  signs  that  the  Aslan 
situation  is  now  beginning  to  stabilise. 


Broken  down  by  business  activity,  sales  developed  as  follows : 


Figures  in  millions 

1997 

1998 

% 

€ 

FRF 

€ 

FRF 

change 

Champagne  and  Wines 

1,134 

7,440 

1.254 

8,223 

+ 11% 

Cognac  and  Spirits 

762 

5,000 

663 

4.347 

- 13% 

Fashion  and  Leather  Goods 

1.837 

12,053 

1.831 

12,011 

0% 

Fragrances  and  Cosmetics 

1.406 

9,220 

1,368 

8,976 

- 3% 

Selective  Retailing 

2,170 

14,233 

1,797 

11,786 

- 17% 

Other  Activities 

14 

89 

17 

116 

+ 20% 

TOTAL 

7.323 

48.035 

6.930 

45,459 

- 5% 

M&-' 

fcisYiA* 

Sr»: ft  o I X 

S:”'- 


m 


Dior 


^DFS 


;PH  ORA 


he  performance  of  the  Wines  and  Spirits  group  was 
mixed  In  Champagne,  sales  volumes  grew  significantly, 
volumes  are  up  5.9%  to  reach  a total  of  58  million 
bottles.  Overall,  the  year  was  marked  by  strong  demand 

outstripping  supply  in  certain  markets.  The  fourth  quarter 
showed  an  increase  of  7%  after  a steady  third  quarter.  In 
France,  sales  volumes  remained  stable  but  they  increased 
in  International  markets,  notably  In  the  US  and  in  lapan  In 
Cognac,  net  sales  decreased  by  13%  due  to  lower  volumes 
and  sales  mix  The  fall  was  limited  to  only  2%  in  the  fourth 
quarter  If  demand  in  lapan  fell,  this  was  compensated  by  the 
steady  growth  in  demand  In  the  US.  This  year  saw  the  launch 
of  a number  of  new  products  namely  S ingle  Distilleries,  X.0 
Grande  Champagne,  Pure  White,  lining  and  No-Gemma. 

9 Sales  of  the  Fashion  and  Leather  Goods  group  were  stable 
in  1998  Sales  in  Louis  Vultton  Malletier  were  nearly  stable 
over  the  year  |-l%i  in  spite  of  a 3%  tall  In  the  exchange  rate 
and  the  lower  level  of  tourism  In  Asia  All  other  areas  including 
lapan  showed  growth  in  volume.  Market  share  of  Louis  Vuitton 
has  increased  in  1998.  It  is  worth  noting  that  the  excellent 
performance  during  the  fourth  quarter  (+8%).  and  the  record 
figures  for  December  showing  an  increase  of  over  13%.  have 
eliminated  the  fall  recorded  at  the  end  of  the  third  quarter. 
The  Louis  Vuitton  range  ol  products  has  been  broadened 
following  the  arrival  of  Marc  lacobs  as  designer,  the  launch  of 
new  products  (ready  to  wear,  shoes  and  Monogram  vemisi.  and 
the  opening  of  “Global  Stores"  lChamps-Elys6es,  New  Bond 
Street.  Soho  and  Osaka!  The  Louis  Vuitton  brand  has  been 
further  reinforced  thanks  ro  a creative  advertising  campaign 
♦ Sales  of  the  Fragrances  and  Cosmetics  group  were 
down  about  3%.  This  fall,  essentially  attributable  to  Parfnms 
Christian  Dior,  was  due  to  the  lower  levels  of  tourism  in  Asia 
and  to  the  completion  of  our  plan  to  cease  sales  to  parallel 


networks.  The  successes  of  Hypnotic  Poison  at  Dior.  Jt  at 
Givenchy  and  Coriolan  at  Guerlain  have  ail  contributed  to 
growth  in  Fragrances  In  Cosmetics,  we  have  seen  excellent 
performances  by  the  new  lipstick  Plastic  Shine  and  the  body 
care  range  Capture  Essen tief  at  Dior.  1998  was  marked  by  the 
creation  of  the  Fragrances  and  Cosmetics  group  which  has 

enabled  a reorganisation  of  our  international  distribution  and 
The  realisation  of  synergies  between  the  four  perfume  houses. 
♦ The  fall  in  net  sales  for  Selective  Retailing  is  entirely  due  to 
the  Asian  crisis.  DFS  sales  are  down  34%.  The  level  of  Japanese 
tourists  and  their  average  spending  levels  are  both  well  below 
those  seen  in  1997.  The  Group  was  able  to  stabilise  this 
negative  trend  during  the  last  few  months  of  the  year  owing  to 
the  strengthening  of  the  Yen/S  exchange  rate.  In  order  to  reduce 
substantially  the  break-even  point  e major  restructuring  plan 
has  been  implemented,  which  led  to  the  closure  of  certain 
shops  and  to  the  relinquishing  of  cerrain  airport  concessions 
Meanwhile,  a parallel  investment  programme  into  ‘Gallerias" 
has  gone  ahead,  together  with  the  establishment  of  Sephora 
in  the  United  States  involving  the  opening  of  14  new  stores. 
Sephora  accelerated  its  growth  in  Europe  with  1998  figures 
showing  a growth  of  nearly  24%  over  the  same  period  last  year. 
The  acquisition  of  Marie- leanne  Godard  reinforces  Sephora  s 
position  as  market  leader  m France 
Sals  for  Le  Bod  Marche  which  was  integrated  into  the  group 
in  lune  1W8.  grew  almosr  2%  The  new  Theatre  de  la  Beaute" 
got  off  to  an  excellent  start 

Media  sales  grew  by  more  than  20%  with  a significant  increase 
in  distribution  and  advertising  billings. 

The  full  year  results  for  the  LVMH  Group  will  be  released 
on  March  18th.  They  will  show  a decrease  over  the  1997  level. 


Internet : wwwJvmh.com 
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INTERNATIONAL  BONDS  THE  FAMOUSLY  INSULAR  MARKET  IS  RE-INVENTING  ITSELF  FOR  GLOBAL  INVESTORS 

Pfandbrief  sector  looks  abroad 


By  Khozem  Merchant 

Germany’s  famously  insular 
Pfandbrief  market  - bonds 
backed  by  mortgages  and 
public  sector  loans  - is  re- 
inventing Itself  as  a truly 
international  market,  dem- 
onstrated by  DePfa  Bank’s 
launch  last  week  of  a global 
€3bn  ($3.4bn)  Pfandbrief 
bond. 

Pfandbriefe,  which  are 
used  to  refinance  domestic 
mortgages  and  public  pro- 
jects, may  be  issued  only  by 
authorised  publicly  owned 
German  hanks,  and  they 
therefore  enjoy  high  credit- 
worthiness. 

Issuance  of  jumbo  Pfaxtd- 
briefe  - the  first  genuinely 
liquid  issues  to  appeal  to 
non-German  investors  - last 
month  alone  stood  at  nearly 
€l2bn,  and  the  volume  of 
such  Issues  Is  forecast  to  rise 
by  35  to  50  per  cent  this  year 
to  about  €300bn. 

In  volume  terms,  the  total 
Pfandbrief  market,  including 
jumbo  issues,  amounts  to 
nearly  Sl.OOObn  and  is  the 
largest  non-government 
bond  sector  in  the  euro-zone 
countries. 

Traditionally  illiquid  but 
safe  - there  has  not  been  a 
default  on  Pfandbriefe  this 
century  - the  sector  com- 
prises thousands  of  small, 
individually  structured 
issues  enjoying  little  recog- 
nition beyond  their  narrow 
home  market 

For  two  centuries  the  mar- 
ket has  been  inward  looking 
but  now  it  is  being  forced  to 
look  abroad. 

The  impetus  for  change  in 
the  sector  came  in  the  mid- 
1990s,  as  the  market  consid- 
ered how  to  convert  itself 
from  a domestic  giant  into  a 
global  player. 

“We  had  a market  that 
was  not  open  to  global  Inves- 
tors, who  simply  did  not 
have  a picture  of  the  indus- 


try.” said  Half  Buschmann  at 
Deutsche  Bank.  “We  had  to 
prepare  this  market  for  the 
future." 

Underlying  these  concerns 
were  the  mounting  economic 
costs  of  German  reunifica- 
tion, as  banks  were  lending 
heavily  to  finance  massive 
housing  anfl  infrastructure 
work. 

The  relaunch  of  the  sector 
started  with  the  first  jumbo 
Pfandbrief  Issue  in  May  1995. 
This  was  a standardised 
product  that  nonetheless 
offered  a break  with  the 
past;  it  had  liquidity,  size 
and  transparency  similar  to 
other  agency  issues,  and  is 
now  regarded  as  the  market 
driver. 

This  year,  the  average 
Issue  size  has  reached  €2bn. 
Total  outstanding  issuance 
has  risen  to  €214bn  and  it  is 
estimated  that  20  to  25  per 
cent  of  jumbo  Pfandbriefe 
are  now  bought  by  foreign 
investors. 

“The  jumbo  Pfandbrief 
market  is  7 per  cent  of  the 
euro-zone  market  You  can't 
afford  to  ignore  it  if  you 
want  to  be  in  the  big 
league,”  according  to  Derek 
Brawn,  vice-president  credit 
research,  at  Morgan  Stanley 
Dean  Witter. 

The  euro  has  transformed 
the  Pfandbrief  from  a “legal 
concept"  into  a distinct 
European  asset  class,  said 
Mr  Brawn. 

“Many  other  European 
countries  are  now  trying  to 
replicate  the  product  but 
with  a 200-year  bead  start, 
tbe  Germans  are  way 
ahead."  he  said. 

Several  micro  factors  have 
helped:  More  international 
banks  take  part  in  syndi- 
cates selling  jumbo  Pfand- 
briefe,  which  helps  distribu- 
tion; the  increasing 
standardisation  of  the  mar- 
ket has  forced  the  adoption 
of  practices  common  to  the 


international  bond  market, 
such  as  book-building;  and 
finally,  tbe  emergence  of 
“global"  Pfandbriefe,  which 
comply  with  US  Securities 
and  Exchange  Commission 
rules  on  private  placements 
and  therefore  open  up  the 
market  to  US.  and  also  Japa- 
nese, investors. 

DePfa 's  ground-breaking 
global  issues  in  1996  Illus- 
trate the  point  some  19  per 
cent  of  the  paper  went  to  US 
investors;  28  per  cent  to 
investors  in  Asia  and  the 
rest  to  European  investors. 
Only  13  per  cent  was  sold  in 
Germany. 

At  the  heart  of  the  change 
has  been  the  need  to 
improve  liquidity.  “This  is  a 
sector  where  an  that  can  be 
done  to  enhance  liquidity  is 
being  done,”  said  Mr  Brawn. 

Since  January,  for  exam- 
ple, Pfandbriefe  have 
epjoyed  Tier  One  category 
status  with  the  European 
Central  Bank. 

This  means  that  investors 
may  use  them  as  security  for 
repo  activities  as  an  alterna- 
tive to  government  agency 
paper. 

Moreover,  Pfandbriefe, 
which  are  quasi-agency 
paper,  are  a cheaper  way  of 
holding  triple  A paper  for 
use  as  collateral  in  repo 
activities. 

Jumbos  have  also  emerged 
as  a safe  option  during 
recent  “flight  to  safety” 
crises. 

“During  last  autumn's  cri- 
sis jumbo  Pfandbriefe  out- 
performed other  credit  sec- 
tors in  the  euro-zone  and 
compared  with  US  agency 
bonds,  exhibited  less  spread 
volatility,"  said  Mr  Brawn. 

The  spread  between  10- 
year  Pfandbriefe  and  equiva- 
lent German  bunds  is  pres- 
ently 35  to  40  basis  points, 
but  there  is  room  for 
narrowing. 

“We  see  potential  for 
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spread  tightening  of  between 
10  and  15  basis  points  this 
year,  meaning  they  will  out- 
perform German  bunds,” 
said  Mr  Brawn. 

Ten-year  Dutch  bonds 
trade  to  yield  11  basis  points 
over  German  bunds  and  Ital- 
ian paper  trades  at  a yield 
spread  of  about  25  basis 
points,  compared  with  a 
spread  of  about  35  to  40  basis 
points  on  typical  Pfand- 
briefe. 

Bankers  say  there  will  be 
increasing  polarisation 
between  jumbo  issuers  and 
the  domestically  focused 
minnows. 

Within  the  Jumbo  sector, 
the  big  liquid  issuers 
that  borrow  across  various 
maturities  and  issue  on  a 
calendar  programme  will 
command  a liquidity  pre- 
mium of  at  least  2 to  3 basis 
points. 

Growth  will  also  be  fuelled 
by  repackaging  smaller,  tra- 
ditionally structured,  short- 
dated  Pfandbriefe  that  are 
nearing  maturity  into 
jumbos. 

The  benefit  will  be  cheaper 


all-in  costs,  liquidity 
and  borrower  recognition. 
One  reason  why  this  is 
not  happening  now  is 
because  smaller  issuers 
do  not  enjoy  “borrower 
recognition”. 

This  refinancing  win  accel- 
erate because  small  pfand- 
brief issues  must  be  re- 
denominated into  euros  by 
2002  (only  jumbo  issues  were 
redenominated  on  January  4 
this  year). 

The  one  disappointment  in 
the  experiment  to  interna- 
tionalise the  sector  has  been 
the  flop  of  the  Pfandbrief 
futures  contract  traded  on 
Eurex,  the  German-Swiss 
derivatives  market. 

Launched  just  before  Russia 
defaulted,  the  contract  was  a 

Casualty  Of  timing. 

“During  the  subsequent 
flight  to  quality  the  futures 
instrument  was  abandoned. 
It  just  did  not  have  a trade 
record  and  it  was  too 
focused  on  specific 

(shorter-dated)  maturities 
when  the  trend  now  is  for 
long-dated  paper,”  said  Mr 
Brawn. 
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0FFB5  WIL  NOT  BE  ACCBTEO  FROM  OR  ON  B&Alf  Of.  H0UJBS  OF  BONDS  (AS  DEFINED  BEUDMfl  ("BONDHOLDERS') 

M ANY  JURBDOON  IN  WHIOl  THE  MAKtKi  OR  ACCEPTANCE  THEREOF  W0UTO  NOT  BE  IN  COMPLIANCE  WITH  THE  LAW5 
QFSUCHlURBaam 

THSNOTlCElSiMPORIAAFA^RHlURBT>EIMtffi]IAlEAnBlTIONOFBONOHOLDSSLKMOHOLDBlSVWO/iREIN 
ANY  DOUBT  AS  TO  THE  ACTION  THEY  SHOULD  TAKE  OR  AS  TO  THE  CONSEQUENCES  FOR  THEM  OF  ANY  MRUCUIAR 
ADTON  5H0UU)  CONSUUTOBR  SIDCKBRQKB,  LAWYBV  ACCOUNTANT  OR  OTHER  PROFESSIONAL  ADVISER  WITHOUT 
DELAY. 

IMS  OFBi  NOTICE  SHALL  NOT  CONSTITUTE  AN  OFFER  TO  SEU.  OR  OffH  FOR  SALE  0FANY  SECURITIES  AS  SUCH  TERMS 
ARE  DBTOD  W SECTION  2 Of  THE  UNITED  SLATES  SECURITIES  ACT  OF  1933  (THE  'SECURITIES  ACT’)'  NOR  SHALL  THIS 
OFFER  NOTICE  CONSTITUTE  A PROSPECTUS  AS  SUCH  TERMS  ARE  USHI  IN  SECTIONS  2 5 AND  10  OF  THE  SECURITIES  ACI 

Offer  by 

UBS  AG,  acting  through  its  division  Warburg  Dillon  Read 

on  behalf  of  1 ’ 

Textron  Golf  and  Tuf  pk 

dnaxpototed  with  Bmked  SabSity  in  England  and  Jtete  with  registered  number  3498585) 

to  purchase  for  cash 

any  and  afl  of  the  outstanding  £43,868,085 
8.684  per  cent.  Guaranteed  Bonds  Due  2008 
issued  by  Textron  Golf  and  Turf  ph: 
and  guaranteed  by 
Textron  Inc 

(Incorporated  under  tie  laws  at  the  Sore  of  Delaware)  - : 

COMMON  CODE  8402558  CUSIP:  88320VAA7  SIN:  X500B4025583 

WS  AG,  acting  Through  its  dniision  Vtortxag  D8km  Read  ("warbug  Dillon  f^")  isoRaingon  beL^rfTexmx\Golfarvd 
TufpJcfthe  'Company')  u puthase  for  cash  any  and  afl  ctf  rte  Carparks  artsarxfog  £43^68,085  8.684  percent 
Guaranteed  Ban*  due  2008  (the  "Bonds")  at  a price  per  Bond  (the  ^Purchase  Price*)  to  be  determined  by  Wafburcj  Man 
Read  as  described  below,  upon  the  terns  and  subject  to  tee  conditions  set  forth  in  this  Ofo  Notice  (the  'Offer'). 

Bands  to  be  purchased  pursuant  id  the  Offer  wU  be  required  to  be  deivercd  id  or  to  the  order  of  Wartxig  Diflon  Read 
through  the  fxOlhs  of  Morgan  Guaranty  Trust  Corrpany  of  New  York,  Brussels  office  as  operator  of  the  Euradea  System 
CEwodear'X  Cedefcank  or  The  Dtposirary  Trust  Company  CDTC')onor  before  the  Settlement  Date  las  defined  below). 
Payment  of  the  Purchase  Price  r respect  of  Bonds  delivered  throu^i  the  bditjes  of  Euradear  or  Cedebank  will  be  made  on 
the  Settlement  Date  through  Eurxtear  of  Cedebank.  on  a deOvery  versus  payment  basis.  Bonds  defaered  through  the 
ferities  of  DTCwS  be  required  to  bedefiwrcd  on  a freed  payment  bask  and  pynent  of  the  Purchase  Price  In  respect 
therectf  w*  be  mad^  subject  to  such  defoey;  on  the  Settlement  Date  by  transfer  a a swung  account  with  a bank  in  London 
specified  by  ihe  idewnt  Bonchokler,  or  in  such  other  manner  as  may  be  agreed  between  Vtabug  Dilon  Read  and  ihe 
retarant  Bondholder. 

To  aoaept  the  Oflet  Bondholders  should  contact  Wartwrg  DSon  Read  as  specified  befow  by  not  later  than  4.00  pjn. 
(London  time)  on  any  business  day  during  die  Offer  Period  'Offer  Period'  means  ihe  period  commencing  on  1 February 
1999  oxl  endng  on  12  Febnisy  1999  or  on  such  later  date  as  the  Company  may  detenme  n its  sole  decretal,  notice  of 
which  shaJ  be  giwn  to  Bandhofctere  by  pubficatian  in  the  financial  Times  and  the  UnemiMgerV^fflHrthi^ 

Eurodea;  Cede&anL  and  DTCAcoepcaices  of  the  Offer  shall  be  irrevocable  and  may  not  be  withdrawn. 

The  Purchase  Price  per  Bond  wOl  be  an  amount  n sterling  equal  to  the  sun  of  (0  that  prioft  expressed  as  a percentage 
(rounded  to  three  decimal  pbces*  0.0005  befog  rounded  upwirds)  of  the  principal  amount  of  such  Bond,  at  which  the 
Grass  Redemption  Yield  (as  defined  befow)  on  the  Bonds  is  equal  to  the  Grass  Redemption  Yield,  plus  the  Manjto  (as 
defined  below),  at  or  ahout  the  time  the  relevant  Bondholder  and  Warburg  Dillon  Read  agree  to  die  sate  and  purchase  of 
Bonds  (the  "DetemiinatkmTftT®')  of  the  Benchmark  Gilt  on  the  basis  of  ihe  mrddemaitat  price  of  (he  Benchmark  G8t  as 
determined  Warburg  DJlon  Read  at  or  ^»ut  the  Determination  Timg  and  [ID  an  amount  equal  to  the  interest  ihar 
would  haw  accrued  on  the  preic^  amount  of  the  relevam  Bond,  from,  arv!  ItKijdfeg.  to  Jar^  1999  iq  bix  esdudng, 
the  refewnt  Settlement  Date.  Wferbng  Ditton  Read's  tfetemilnatlon  of  the  Purchase  Price  shall  be  final  and  binding. 

As  used  in  this  Offer  Notion  'Benehmarts  GBT  means  the  9 per  am.  Tteasuy  Slock  2008  at,  if  such  sax*  is  no  longer  in 
issue  at  such  time,  sudicnher  UK  Government  saxk  as  WtefaixgDIkxt  Read  may  determine  to  be  the  most  appropriate 
benchmark  UK  Government  stock  for  the  Bonds,  'Grass  Redemption  Ya*T  means  a yield  ohiared  on  the  bass  indicated 
by  the  Joint  Index  and  Classification  Committee  of  the  (nsmute  and  Faculty  of  Actuaries  as  reported  In  the  Journal  of  tie 
Institute  of  Actuaries  VtoL  105,  pan  1. 1978.  page  IB  or  on  such  other  basis  as  Wariawg  Dlkm  Read  may  determine. 
’Margin' means  1 percent.  'Seafenwiit  Date'  means  ei  respect  of  any  Bonds  to  be  puchased  pursuart  to  theOflfk  the 
third  business  day  Mowing  tee  day  on  which  agreement  far  the  purchase  of  such  Bands  is  made  between  the  relevant 
Bondholder  and  Warburg  Dfkm  Read,  and  ‘business  day'  means  a day  (cither  ihan  a Satuday  or  Sunday)  wi  which 
are  open  generafly  for  business  in  London. 

d Bonck  ranafeoiraiandng  after  the  Offec  the  Company  may  subject  to  appEcable  la«(  acquire  Bonds*  through  prhffltely 
negotiated  transaction^  open  market  puthases  or  othenvise  at  any  time  or  from  tone  to  time,  upon  such  terms  and  ■ 
conditions  as  it  may  determine. 

Afl  Bonds  purchased  by  Ytertug  Dion  Read  on  behalf  at  the  Company  pursuant  to  the  Offer  wil  be  canoefled  and  may 
not  be  re-issued  or  resold. 

Ntxie  of  the  Company,  Textron  Inc,  their  respectfw  tfrectocs,  Wartxag  D3an  Read,  The  Law  Debendre  Trust 
Corporation  pic  as  Trossee  in  relation  to  the  Bards  or  Morgan  Guaranty  Tmst  Company  of  New  Yort;  Bn®dsoSce,  as 
Book-Entry  Depositary  makes  any  recommendaion  in  respect  of  the  Offer.  Banttrolders  must  mate  their  own  degasn  with 
regard  to  seffing  Bonds  fwsstant  to  ihe  Ofer  and  shoitid  consult  their  own  professional  adwas. 

The  Offer  sha*  be  governed  by,  and'eonsmied  In  accordance  with,  EngSsh  law.  In  oomectiein  vrth  die  Offe;Wnburg 
Dfflon  Read  is  acting  solely  as  agent  of  the  Company.  Warburg  Dflkn  R^d  wSJ  have  no  agency  fiduciary  « trust 
relationship  with  any  Bondholders.  Wartug  Dion  Read  wfl  receive  certain  mrnroisicins  in  respect  of  ihe  Offer  and  i! 
and/or  its  afffiates  and  associates  may  haw  a halting  of  Bonds.  Any  Bonds  held  by  Warburg  Diflon  Read  wil  be  sold  to  the 
Conyany  msuant  p the  Qffec  Wferburg  Dfllan  Read  andfar  its  afflates  and  associates  may  have  prowled  within  the 
prevfeus  12  months  significant  advice  or  Investment  services  in  relation  to  the  Bonds  or  a related  investment. 

UBS  AG.  acting  through  its  division  Warburg  Dillon  Read 
1 Finsbury  Avenue 
London  EC2M  2PG 

Attention:  AJicfc  TudbaU  or  Attention:  Piers  Harris 

Telephone  No:  +44  171  567  4453  Telephone  No:  +44  171  567  4456 


OptiMark  trading 
system  goes  live 


By  Daniel  Bdgtor 


Tertron  Goff  and  Turf  pic 


1 February  1999 


NO  PERSON  HAS  BEEN  AUTHORISED  TO  GIVE  ANY  IMORMATION  OR  MAKE  ANY  REPRESENTATIONS  IN 
CONNECTION  WITH  THE  OFFER  OTHER  THAN  THOSE  CONTAINED  IN  THIS  OFFER  NOTICE.  IF  GIVEN  OR  MADE.  SUCH 
INFORMATION  AND  REPRESENTATIONS  MUST  NOT  BE  RELIED  UPON  AS  HAVING  BEEN  AUTHORISED  BY  THE 
COMFANX  TEXTRON  WC,  THEJR  RESPECTIVE  DIRECTORS,  WARBURG  DILLON  READ,  THE  LAW  DEBENTURE  TRUST 
CORPORATION  P.LC  AS  TRUSTEE  IN  RELATION  TO  THE  BONDS  OR  MORGAN  GUARANTY  TRUST  COMPANY  Of 
NEW  YORK,  BRUSSELS  OFRCE,  AS  BOOK-ENTRY  DEPOSITARY. 

Approval  for  the  purposes  d!  Seoion  57  of  the  Financial  Services  Ac:  1986  by  UBS  A&  acting  through  its  divisrar 
wartwrg  Dillon  Read,  regulated  In  the  United  Kingdom  by  the  Securities  and  FuturB  Authority.  Pric^whres  or 
income  may  fall  against  an  investor's  interests  and  the  investor  may  get  bade  less  than  he  invested. 


OptiMark,  a revolutionary 
electronic  share-trading  sys- 
tem, has  finally  gone  live, 
trading  its  first  batch  of 
shares  in  3M.  one  of  the  US's 
bellwether  industrial  stocks. 

“We  have  been  working 
towards  this  day  for  four 
years.  We  have  designed  an 
incredibly  robust  and  techni- 
cally highly  complex  system. 
Now  it  is  time  to  see  it 
work,"  said  Bill  Lupien,  co- 
founder  and  chairman  of 
OptiMark. 

Described  as  the  biggest 
innovation  in  securities  mar- 
kets since  tbe  introduction 
of  the  ticker  tape,  OptiMark 
automatically  matches  buy- 
ers and  sellers  via  a patented 
computerised  algorithm,  in 
trading  cycles  performed 
every  two  to  10  minutes. 

The  company  believes  by 
guaranteeing  investors’  ano- 
nymity and  reducing  their 
trading  costs,  it  will  tap  a 
vast  pool  of  hidden  trading 
demand.  Currently,  US  stock 
markets  trade  between  L3bn 
to  l-5bn  shares  a day.  Mr 
Lupien  thinks  that  could  rise 
to  as  much  as  3bn-5bn. 


However,  OptiMark's 
launch,  originally  planned 
for  October,  had  been 
delayed  by  resistance  from 
several  US  stock  markets 
that  fear  a loss  of  business. 
A compromise  with  the 
Intermarket  Trading  System, 
which  groups  together  all  US 
exchanges,  was  finally 
reached  last  week. 

So  far,  114  securities  firms 
are  ready  and  certified  to 
trade  via  OptiMark.  Of  these, 
8Q  are  money  managers  and 
34  brokers  and  dealers.  Opti- 
Mark has  trained  more  than 
2^00  traders  on  its  system. 

Having  started  with  just  a 
single  stock,  OptiMark  is 
planning  to  add  four  more  - 
Eastman  Kodak.  Black  & 
Decker,  Campbell  Soup  and 
AlliedSignal  - this  week  and 
then  keep  adding  with  a tar- 
get of  100  by  February  1L 

Eventually,  it  plans  to 
trade  all  2,600  listed  US  equi- 
ties, as  well  as  options, 
futures  and  potentially  Euro- 
pean shares.  Set  up  under 
the  wing  of  California’s 
Pacific  Stock  Exchange,  the 
company  has  a co-operation 
agreement  with  Nasdaq  that 
will  start  in  the  autumn. 


Three  biotechnology  comp- 
anies are  to  come 

to  European  markets  in 
Offerings  that  together  aim 
to  raise  about  SIQOm. 

The  move  is  a 'sign  that 
investor  appetite  for  the  sec- 
tor on  the  continent  may  be 
returning  after  difficult  mar- 
ket conditions  late  last  year. 
Analysts  also  said  tbe 
planned  flotations  were 
sign  of  a growing  trend 
among  continental  biotech 
concerns  to  become  public 
companies. 

“We  expect  a lot  more  to 
follow  suit,1*  said  Jane  Fiskin 
at  Dresdner  Klein  wort  Ben- 
son. “The  continent  is  mir- 
roring what  happened  in  the 
UK  five  years  ago  when  a lot 
of  companies  floated.1 

The  best  known  of  the 
three  companies  going  pub- 
lic is  MorpboSys  of  Ger- 
many, which  aims  to  list  on 
Frankfurt’s  Neuer  Markt 
next  month  after  postponing 
a planned  flotation  last 
autumn. 

The  Munich-based  com- 
pany is  to  offer  Im  shares, 
equivalent  to  an  80  per  cent 
capital  increase.  It  is  expec- 
ted to  be  valued  at  DMUOm 
DMl85m  (€7 1.5m- €94. 6m. 
S81.2m-6107.4xn).  The  lead 
manager  is  Deutsche  Bank. 

MorphuSys,  which  had 
sales  of  DM8£m  last  year 
(compared  with  DM-LSTm  the 
previous  year),  uses  a tech 
niqne  to  speed  up  the  discov- 
ery of  new  drugs.  It  is 
researching  drugs  for  cancer 
by  seeking  to  optimise  the 
properties  of  proteins  and 
peptides,  especially  as  anti- 
bodies. Its  partners  include 
Pharmacia  & Upjohn  and 
Boehringer  Mannheim. 

The  two  other  companies 
are  Biovector  Therapeutics, 
a French  company  that  is 
coming  to  the  Nouveau 
Marche,  and  Phytera  which 
is  listing  on  Easdaq,  the 
Brussels-based  market  for 
growth  stocks,  and  in  Copen- 
hagen. 

Biovector,  which  is 
already  majority-owned  by 
institutional  investors 
Including  3i  and  UBS,  aims 
to  raise  up  to  €30. 5m 
through  fhe  issue  of  5m 
shares.  The  price  range  has 
been  set  at  €5^  to  €6.1,  for  a 
valuation  or  about  SlOOm, 
and  the  offering  is  being 
managed  by  Paribas,  Dresd- 
ner Rank  and  J-P.  Morgan. 

Phytera,  which  is  develop- 
ing treatments  for  infectious 
fungal  diseases,  is  based  in 
the  US  hut  has  subsidiaries 
in  the  UK  and  Denmark,  and 
also  has  a Large  proportion, 
or  Danish  shareholders. 

The  company,  which 
recently  signed  a co-opera- 
tion deal  with  Eli  Lilly  of  the 
US,  hopes  to  raise  S3Qm-S40m 
in  an  offering  managed  by 
Soctett  G6n6rale,  for  a mar- 
ket value  of  about  8140m 
post-financing. 

Biovector,  a drug  delivery 
company,  had  considered 
floating  in  London,  which 
has  more  biotech  stocks 
then  any  other  European 
exchange.  But  valuations  in 


the  UK  sector  have  plunged 
in  the  past  year  after  man- 
agement and  other  problems 
at  several  companies. 


NEWS  DIGEST 


CEREALS 


Kellogg  ends  difficult  year 
with  ^isappoiiftmg’  result 

Kellogg,  the  US  cereals  company,  ended  a difficult  year 
with  earnings  it  said  were  disappointing,  although  they 
were  in  line  with  reduced  market  expectations,  it  Mao  said 
that  after  new  management  appointments,  cost-cutting 
and  plans  to  boost  its  convenience  foods  side,  it  was  opti- 
mistic about  returning  to  growth  in  1999.  But  in  spite  of 
the  upbeat  stance.  Its  shams  fail  $T£  mi  Friday  to  $40%. 

The  Michigan-based  group  made  after-tax  profits  of 
$46.Sm ’m  the  final  quarter,  almost  three  times  the  $14£m 
of  a year  earfier,  but  the  figures  ware  muddied  by  restruct- 
uring charges,  and  the  company  said  excluding  unusual 
items,  net  earnings  fe8  from  $T5S-5m  to  $93. Im.  Nat  sales 
were  down  1.1  per  cent  to  Sl.Sfibn. 

KeQbgg.  which  now  accounts  for  about  32  per  cent  of 
the  US  cereals  market,  has  been  struggling  to  combat  the 
decline  inks  core  products  - as  consumer  breakfast  hab- 
its have  changed  - and  competition  from  focal  rival  Gen- 
oa! Mills  and  cheaper  own-label  cereals. 

Part  of  its  suggested  solution  Hes  (n  new  products,  and 
an  expansion  of  Its  convenience  foods  business.  It  has 
also  been  making  restructuring  moves,  in  an  effort  to  cut 
costs.  However,  after  a number  of  profit  warnings  last 
year,  analysts  are  stOi  waiting  to  see  whether  the  strategy 
can  defiver  a tumround  in  performance. 
ffflddTatt,  Chicago 


INVESTMENT  BANKING 


Price  war  starts  in  Singapore 

Singapore's  mobile  telephone  providers  started  a price  war 
cm  Friday  that  ted  regulatory  authorities  to  call  for  a sur- 
render at  the  weekend.  The  mobile  unit  of  national  opera- 
tor Singapore  Telecommunications  (SingTel)  announced 
two  separata  discount  packages  on  Friday.  The  second 
was  prompted  by  a reduction  in  prices  by  competitor 
Mobil eOne  (Ml),  in  response  to  SingTel’s  initial  move. 

First,  SingTel  said  it  was  cutting  prices  to  save  custom- 
ers S$90m  (US$53 .2m)  annually.  Later,  Ml,  a consortium 
including  Keppe!  Group,  Singapore  Press  Holdings,  Cable 
and  Wireless  and  Hongkong  Telecom,  offered  new  off- 
peak  rates  and  other  benefits.  Later  still,  SingTel  came 
back  with  a programme,  cutting  monthly  subscription 
charges  that  would  save  customers  S$78m  annually. 

The  Telecommunication  Authority  of  Singapore  said 
Ml 's  application  for  a price  cut  package  had  yet  to  be 
approved.  It  also  said  the  monthly  subscription  discounts 
announced  by  SingTel  had  been  approved  only  until 
March  31  2000,  and  directed  SingTel  to  make  that  clear  in 
its  advertisements.  Shelia  McNulty,  Kuala  Lumpur 


OSAKA  GAS  CO.,  LTD. 

NOTICE  to  the  holders  of  the 

£150,000,000 

8.125  per  cent.  Bonds  due  2003 
of 

OSAKA  GAS  CO„  LTD. 

Notice  is  hereby  given  that  Hie  Dsiwa  Bank,  Limited.  London 
Brandi  at  its  office  ai  Fifth  Floor,  4 Broadgate.  London  EC2M 
2QS  will  resign  from  its  role  of  Fiscal  Agent.  Principal  Paying 
Agenc  Replacement  Agent  and  agan  to  receive  service  of  process 
in  relation  to  the  above  issue  from  5th  March,  1999. 

From  5th  March,  1999  Tbe  Sumitomo  turn?.  Limited  at  its  office 
at  Temple  Court.  11  Queen  Victoria  Street.  London  EC4N  4TA 
wffl  be  appointed  to  tbe  roles  of  Fiscal  Agent,  Principal  Paying 
Agent,  Replacement  Agent  and  agent  to  receive  service  of  process 
hi  relation  to  the  above  issue. 


Dated:  Irt  February,  1999 


The  Dahra  Bank,  limited 
Fifth  Horn'.  4 Broodgate 
London  EC2M2QS 


Important  news  for 
mortgage  customers. 

Interest  Rate  Change 

Tha  rate  of  interest  for  new  and  existing  mortgage 
customers  (In  appropriate  cases  the  basic  rate)  wfl 
decrease  by  0.25%  with  effect  from  1st  February  1999. 

This  decrease  wa  be  taken  into  account  when  calculating 
new  monthly  payments  af  the  next  review  In  April  2000. 


We  are  pleased  to  announce 
the  following  appointments 

DAT  J AS 

Joe  Colonnetta 

Principal 

LONDON 

Lyndon  Lea 

Principal 

Philippe  von  Stauffenberg 

Principal 


Hicks,  Muse,  Tate  & Furst 
January  1999 

Dallas  New  York  Mexico  City  Buenos  Aires  London 


Dresdner  launches  AAA  vehicle 

Germany’s  Dresdner  Bank  will  today  launch  a structured 
investment  company  aimed  at  giving  Its  institutional  clients 
the  higher  yields  of  a diversified  AA  average  rated  credit 
portfolio  through  an  AAA  rated  vehicle. 

K2  Corporation,  which  will  be  managed  by  Dresdner ‘s 
London  branch,  wifi  start  with  SlOOm  of  assets  but  aims  to 
grow  to  Sl5bn,  according  to  Alan  Harley,  co-head  of  the 
bank’s  structured  credit  Investment  team. 

One  of  only  a handful  of  such  companies.  It  intends  to 
eliminate  market  risk  by  hedging  its  assets  and  liabilities 
through  to  their  maturities.  K2  is  aimed  at,  among  others, 
euro-zone  investors  who  must  adapt  to  fixed-income  mar- 
kets in  which  investing  based  on  the  credit  risk  of  borrow- 
ers has  replaced  currency  and  interest  rate  factors. 

K2's  portfolio  will  be  financed  by  the  issuance  of 
medium-term  notes  and  commercial  )*aper  that  have  been 
rated  AAA  by  Moody's  and  Standard  & Poor’s.  It  achieves 
the  higher  rating  by  over-coRaterafisation. 

Mr  Harley  helped  set  up  the  first  such  structured  invest- 
ment company,  Alpha  Finance  Corporation,  for  Citibank  in 
1988.  He  and  his  co-head,  Paul  Clarke,  joined  Dresdner 
from  Citibank  in  1997.  K2  is  intended  to  be  “evergreen”, 
with  an  11-year  life  extended  each  year.  Clay  Harris 

Deutsche  Bank  official  resigns 

Edward  Carter,  president  and  chief  executive  officer  of 
Deutsche  Bank  Securities,  the  German  bank's  US  securi- 
ties subsidiary  and  head  of  investment  banking  for  the 
Americas,  has  resigned.  According  to  people  dose  to  the 
situation,  Mr  Carter  had  been  sidelined  by  the  appointment 
late  last  year  of  Yves  de  Balmann  and  Mayo  Shattuck  to 
head  the  Investment  banking  business  of  Deutsche  Bank 
following  Its  merger  with  Bankers  Trust,  which  was  agreed 
last  November. 

Mr  Carter  joined  Deutsche  In  May  1997.  from  Merrill 
Lynch.  At  that  time  Deutsche  was  attempting  to  build  its 
US  business  organically.  The  new  product  heads  for  the 
merged  US  operation  are  expected  to  be  announced  as 
early  as  this  week.  Tracy  Corrigan,  New  York 
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BALIAS 


Global  expertise  in  investment  banking 


America 


World-class,  blue-chip  companies  maintain 


their  commitment  to  Latin  America.  In  the  last 


few  weeks  alone,  global  names  like  Sprint, 


AXA  and  ING  made  a clear  demonstration 


of  their  commitment  to  the  region. 
Thanks  to  our  own  enduring  involvement 
in  these  countries,  we  were  there  to  help 
complete  the  transactions. 


commitment 

Our  long  experience  has  helped  us  advise 

companies,  institutions  and  governments  in 

■ ■■■■■■■  Latin  America  on  major  transactions  for 

X.  % more  than  three  decades. 


more  than  three  decades. 


It  is  a commitment  to  the  region  that 


matches  that  of  our  clients. 


Grupo  Financiero  Bital 

Adviser  on  joint  venture  with  ING  Group  in  the 
Mexican  insurance  and  annuities  sectors  - Dec  1998 


Ministry  of  Communications  & Transport,  Mexico 

International  financial  adviser  to  the  Ministry  of 
Communications  & Transport  on  sale  of  15%  equity 
interest  in  Grupo  Aeroportuario  del  Sureste  to  a 
consortium  comprising  Copenhagen  Airports  A/S, 
Cintra  Concesiones  de  Infrastructura  de  Transporte 
SA,  Groupe  GTM  5A  & Triturados  Bas^ticos  y 
Derivados  SA  de  CV  - Dec  1998 


Banco  Cr6dito  Inversiones 
Empresas  Juan  Yarur 

Adviser  on  joint  venture  in  the  Chilean  insurance 
sector  with  AXA  - Dec  1998 


Sprint  Corporation 

Adviser  on  award  to  Sprint  and  its  partners  of 
the  2nd  carriers'  license  to  operate  a national 
domestic  and  international  long  distance  network 
in  Brazil  - Jan  1999 


PimL^ri 
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An  investment  bank  of  global  intelligence 
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Fitic  fights  backlash  from  big  brother 


The  failure  of  Gitic  has  made  foreign  banks  wary  of  dealing  with  other  trust  and  investment  companies  in  China 


By  James  Harding  in  Fuzhou 


On  tbe  evening  of  October  6, 
the  top  management  of  one 
of  China's  better-known 
trust  and  investment  compa- 
nies gathered  in  a mountain 
retreat  to  discuss  plans  for 
the  expansion  and  the  devel- 
opment of  the  company  in 
the  year  ahead. 

"Our  spirits  were  high,” 
says  Peter  Wu,  chief  of  the 
general  office  at  Fujian 
International  Trust  and 
Investment  Corporation 
(Fitic). 

The  Asian  financial  storm 
had  swirled  around  China 
Tor  more  than  a year,  but  the 
investment  company  owned 
by  the  provincial  govern- 
ment of  Fujian  had  met  all 
its  payments  to  foreign  cred- 
itors on  time  and  interna- 
tional banks  were  queueing 
to  help  finance  further 
growth. 

Then,  a telephone  call 
from  a colleague  in  the 
neighbouring  Guangdong 
province  ruined  tbe  mood. 
Tbe  local  television  station 
was  reporting  that  the  gov- 
ernment had  shut  down 
Guangdong  International 
Trust  and  Investment  Corpo- 
ration (Gitic),  the  biggest  of 
tbe  provincial  trust  and 
investment  companies 
known  as  I tics. 


“Immediately,  we  knew 
this  would  have  a huge 
impact  on  us."  Mr  Wu 
recalls.  The  theme  of  tbe 
Fitic  chairman's  keynote 
speech  the  next  morning 
was  changed  to  restructur- 
ing and  austerity  measures 
in  1999.  The  Fujian  manage- 
ment assumed,  rightly,  that 
the  closure  of  Gitic,  the 
investment  agency  of  the 
Guangdong  provincial  gov- 
ernment. would  panic  all  for- 
eign bankers  who  had  lent  to 
other  Itics  on  the  under- 
standing that  the  local  gov- 
ernment stood  behind  the 
borrowers. 

Foreign  lenders  have  been 
vocal  in  their  distress  after 
Gitic's  collapse,  suggesting 
that  the  Chinese  government 
has  betrayed  its  pledges  to 
repay  foreign  creditors.  But 
tbe  Fitic  case  illustrates  how 
China's  international  bor- 
rowers have  found  the  Gitic 
failure  equally,  if  not  more, 
painful. 

The  strains  on  the  Fujian 
company  raise  the  question 
of  whether  Beijing’s  decision 
to  shut  down  Gitic  - and  the 
handling  of  the  closure  - 
may  have  created  as  many 
problems  as  It  solved. 

Industrial  Bank  of  Japan, 
which  was  due  to  sign  an 
agreement  opening  an  $8m 
credit  line  to  the  company  a 
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few  days  later,  informed 
Fitic  that,  for  the  time  being, 
head  office  in  Tokyo  could 
not  approve  the  deal. 

In  the  weeks  and  months 
that  followed,  Fitic’s  guilt  by 
association  with  Gitic  meant 
other  hanks  from  Japan, 
Hong  Kong,  Singapore. 
France.  Belgium  and  Ger- 
many called  up  with  the 
same  message. 

Xin  Shimin.  Fitic’s  vice 
chairman,  says  the  company 
that  had  been  expecting  to 
sign  or  renew  a cumulative 
$l00m  worth  of  agreements 
soon  found  that  not  one  for- 
eign hank  would  extend 
credit. 

“They  [the  foreign  bank- 
ers] were  very  polite.  But, 


they  thought  that  if  [the  Chi- 
nese government]  can  close 
the  big  brother,  Gitic.  then 
all  the  little  brothers  will 
certainly  be  closed  down,” 
Mr  Xin  says. 

“They  did  not  understand 
that  the  closure  of  Gitic  does 
not  represent  the  situation 
of  all  trust  companies  in 
China.” 

However,  the  perception  of 
Fitic  worsened,  particularly 


Achilles'  heeL”  There  are 
other  substantial  concerns. 
Fitic’s  businesses,  which 
stretch  from  steel  to  eels  and 
include  shipping,  chemicals, 
banking,  hotels,  stockbrok- 
ing, cement,  an  airline  and 
other  investments,  are 
extremely  diverse.  The  com- 
pany’s assets  are  more 
heavily  weighted  to  state- 
owned  industries  than  any 
of  the  other  Itics. 

But  this  was  before  Gitic’s 
closure  appeared  to  change 
the  rules  for  provincial  state- 
backed  firtamrfal  ftigfttutiflnR- 
Moody's  concluded:  "The 
strength  and  timeliness  of 
provincial  support  is  now 
less  certain." 

Fitic  says  Moody’s  criti- 
cism is  unfair,  and  foreign 
bankers'  concerns,  although 
understandable,  are 
unfounded. 

First,  Fitic  produced  a let- 
ter from  the  Fujian  govern- 
ment pledging  its  continued 
support  for  tbe  company. 
Not  only  the  provincial  gov- 
ernor. but  prime  minister 


after  being  downgraded  by  Zbu  Rongji  have  signalled 


the  credit  ratings  agpnmps. 

Moody's  issued  a report 
last  month  offering  another 
grim  opinion  of  the  compa- 
ny’s outlook:  “The  illiquidity 
of  its  balance  sheet  and 
heavy  reliance  on  foreign 
hank  borrowings  are  its 


their  approval  of  Fttic’s 
operations,  Mr  Xin  says. 

“Many  of  our  invested 
enterprises  have  become  the 
backbone  of  the  economy  of 
Fujian.”  he  added. 


Gitic.  He  says  that  unlike 
the  latter.  Fitic  Ins  made  no 
huge  real  estate  invest- 
ments, it  no  outstanding 
Tran  guarantees  and  it  has 
been  gradually  reducing, 
rather  than  expanding,  its 
foreign 

Fitic  has  taken  steps  to 
rpp*#  the  problems  that  have 
arisen  out  of  the  Gitic  clo- 
sure, selling  stakes  in  Xia- 
men Airlines  and  Xiamen 
International  Bank  to  its 
Hong  Kong-listed  subsidiary 
Min  Xin  Holdings. 

B has  also  sold  a stake  in  a 
local  cement  factory,  it  plans 
to  transfer  hotels  and  is  put- 
ting other  assets  up  for  auc* 

falH. 

There  have  been  problems 
In  the  past,  such  as  foreign 
fosses,  an  unrecov- 
erable investment  in  a res- 
taurant in  London’s  China- 
town as  well  as  loans  to 
state  enterprises  that  have 
performed  worse  than  expec- 
ted. But,  Mr  Xrn  says,  the 
Moody's  assessment  is 
“unfair". 

“After  the  closure  of  Gitic, 
we  were  badly  hit  in  terms 
of  short-term  loans.  The 
hanks  were  in  doubt,  think- 
mg  Fitic  would  follow.”  Mr 
Tin  maintains  it  will  UOt  "If  | 

one  person  is  dead,  you  i 


Johannesburg 
in  electronic 
trading  move 


By  Vacant  Botcnd 


Second,  he  says  Fitic  should  not  assume  that  all 
should  not  be  compared  to  people  are  dead." 


EMERGING  MARKETS  MANY  ANALYSTS  HAVE  REDUCED  1999  GROWTH  FORECASTS  TO  ZERO 


Argentina  feels  the  heat  from  Brazil 


By  Ken  Warn  in  Buenos  Aires 


The  inhabitants  of  Buenos 
Aires  like  to  escape  to  the 
beach  at  this  time  of  year  in 
a mass  migration  away  from 
the  stifling  city  heat  This 
year,  near  tropical  storms 
have  added  to  the  plight  of 
those  left  behind,  with  the 
sheer  pressure  of  rainwater 
blowing  drain  cavers  into 
the  air,  while  some  streets 
become  suitable  for  white- 
water  rafting. 

For  workers  in  the  grid  of 
narrow  streets  that  make  up 
the  financial  district  - el 
dty  - the  Brazilian  devalua- 
tion crisis  has  added  to  their 
disco  effort  leveL 

No  one  doubts  that  the 
Brazilian  devaluation  of  the 
Real  will  have  a severe 
impact  on  Argentina's  econ- 
omy, which  was  already 
slowing  sharply  through  the 
second  half  of  last  year. 
Many  private  sector  analysts 
have  reduced  their  1999 
Argentine  growth  forecasts 
to  zero.  Further  cuts  are 
likely  if  the  Brazilian  situa- 
tion does  not  stabilise  rela- 
tively quickly. 

However,  the  stock  market 
has  so  far  taken  the  batter- 
ing of  bad  news  better  than 
some  had  feared.  For  many 
investors,  the  main  question 
was  not  if,  but  when  the  Bra- 
zilian currency  peg  would 
snap,  and  some  of  the  bad 
news  had  already  been  dis- 
counted. 
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“It's  clearly  going  to  be 
tough.”  said  Roberto  Gue- 
vara, senior  country  analyst 
at  Merrill  Lynch.  “But 
people  are  not  panicking. 
They  are  assessing  bow 
Argentina  is  going  to 
manage  in  the  new' 
environment.” 

Trading  last  week  was 
cautious  and  in  thin  vol- 
umes, with  the  market  tak- 
ing its  cue  from  Wall  Street 
and  Sao  Paulo.  The  Merval 
leading  share  index  closed 
on  Friday  up  1.17  per  cent  at 
3715  points.  The  index  ended 
last  year  at  just  over  430 
points. 

Companies  with  the  great- 
est exposure  to  Brazil,  such 
as  the  car  and  steelmakers, 
have  been  among  the  worst 
performers.  Argentine  indus- 
try is  clamouring  for  protec- 
tion against  what  it  fears 


will  be  a wave  of  cheap 
imports  from  Brazil 

There  are  also  worries 
about  exports.  Although 
Argentina's  economy  is  still 
relatively  closed,  with 
exports  accounting  for  only 
about  8 per  cent  of  gross 
domestic  product,  about  a 
third  of  those  exports  go  to 
Brazil 

But  it  has  not  been  all 
gloom.  Last  week  the  gov- 
ernment successfully 
launched  its  initial  public 
offering  of  Banco  Hipoteca- 
rio  Nacional,  the  national 
mortgage  bank.  The  govern- 
ment sold  25  per  cent  of  the 
bank,  and  options  for  a fur- 
ther slice  of  shares,  for  about 
*280m.  Argentina’s  private 
pension  funds  had  been  sav- 
ing up  to  snap  up  the  stock 
and  showed  strong  interest 
in  the  sale,  which  also 


Provisional  figures  for  1998 


The  TT1  Board  of  Directors  met  on  Wednesday  27  January  1999, 
under  the  chairmanship  erf  Patrick  La  Lay  1998  preliminary  figures  areas  foflow*  : 


TF1  GROUP 
C0NS0UDATED 

1997 

(FFM)  (€M) 

1998 
estimated 
fffW  few 

% change 
98vs97 

Turnover* 

10,169  1,5503 

10701  1,6318 

+ 53% 

bkL  JF1  Advertising 

m 1,1720 

8,046  1J2L6 

+ 4J% 

Diversification  and  others 

im  m 

2,658  4052 

+7.1% 

Net  prafif  [cdttffukiUe  Id  poup] 

482  7X5 

715  1094) 

+ 4X3% 
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Net  advertising  revenues 
pasted  a 4.7%  growth  on  the 
bade  of  a recovery  in  TV 
advertising  spending  together 
with  increasing  TFl's 
audience  ratings  on  main 
demographic  groups.  In 
1998,  TF1  saved  95  out  of 
the  top  1 00  audience  ratings, 

m ■ in on 


TPS  ended  the  year  with 
615,000  DTH  ['Direct  To 
Home')  subscribers,  a 76% 
increase,  and  75,000 
subscribers  to  Hs  movie  option 
avnik&le  on  cable  networks. 
TPS's  market  share  of  new 
pay-TV  digital  subscribers 
averaged  45%. 


Preliminary  consolidated  net 
earnings  (attributable  to  the 
Group)  reached  If  71 5 million 
(€109  million),  up  48.3%. 


TFl's  1998  audited  accounts 
will  be  released  after  the 
Board  of  Directors  meeting, 
scheduled  for  March  1 7, 1 999. 


versus  92  in  1997. 


The  main  diversification  busi- 
nesses furthered  their  deve- 
lopment: 

- The  publishing  and  distribu- 
tion branch  grew  thanla  to 
buoyant  video  and  home 
shopping  activities. 

- Thematic  charnels  (Eurosport, 
LCI,  Odyssee)  increased 
revenues  as  code  and  satellite 
penetration  expanded. 


TFl's  programming  costs 
remained  stable  excluding 
the  impact  of  the  Football 
World  Cup  and  the  Nagano 
Winter  Olympia. 
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The  negative  impact  of  losses 
incurred  by  companies 
consolidated  wider  the  equity 
method  decreased  as  TPS 
and  TCM  lowered  their 
losses. 
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attracted  US  and  European 
institutional  investors. 

Getting  the  much  delayed 
offering  away  in  the  current 
nervous  market  was  widely 
reckoned  a triumph,  even 
though  the  government  had 
to  cut  the  floor  price  from  $8 
to  $7  a share  on  the  eve  of 
the  sale. 

Some  investors  took  a 
fresh  look  at  the  Latin  Amer- 
ican fixed  income  market 
last  week,  in  the  search  for 
bargains.  Argentina  was 
among  the  beneficiaries  and 
its  Far  bond  perked  up  2.6 
per  cent  on  Thursday. 

In  another  positive  devel- 
opment. Spanish  oil  major 
Repsol,  which  has  just 
bought  a 1439  per  cent  stake 
in  YPF.  announced  that  the 
privatised  energy  concern 
would  continue  to  be  listed 
on  the  Buenos  Aires 
exchange. 

The  loss  of  YPF,  the  coun- 
try’s biggest  company  and 
most  liquid  stock,  would  be 
a significant  blow  to  the 
local  bourse. 

Repsol  has  made  no  secret 
of  its  desire  to  win  control  of 
YPF,  but  how.  when,  and  at 
what  price  is  unclear. 

“Tbe  fate  of  YPF  remains 
a big  unknown  and  the 
uncertainty  could  become  a 
drag  on  the  market”  said 
Christopher  Ecclestone,  bead 
of  research  at  local  invest- 
ment bank  Buenos  Aires 
Trust  Co. 

On  the  policy  front  Pres- 


ident Carlos  Menem's  back- 
ing for  a Central  Bank  study 
advocating  the  dollarisation 
of  the  economy,  after  a 
period  of  negotiation  with 
tbe  US,  drew  mixed  reviews 
from  analysts.  For  Mr 
Ecclestone,  dollarisation 
cannot  happen  soon  enough, 
to  help  distinguish  Argen- 
tina further  from  monetary 
turmoil  in  Brazil. 

But  Salomon  Smith  Bar- 
ney in  New  York  sounded  a 
note  of  caution.  The  proposal 
“was  poorly  timed  since 
implementation  is  a 
long-term  prospect,  yet  the 
debate  opened  by  such  a 
prospect  could  have 
short-term  damaging  conse- 
quences for  the  credibility  of 
convertibility  [the  currency 
board  system  that  pegs  the 
peso  to  the  dollar]”. 

Analysts  admit  that  the 
short-term  positives  for  the 
market  are  in  short  supply. 
Low  oil  and  commodity 
prices  continue  to  be  a drag 
on  the  economy.  Earnings 
figures  were  already  looking 
disappointing  even  before 
the  Brazilian  crisis,  and 
some  Argentine  companies 
may  struggle  to  roll  over 
debt  in  the  tight  credit  envi- 
ronment 

However,  Mr  Gnevara  : 
remained  upbeat:  "Argen- 
tina's situation  and  financial 
indicators  are  extremely 
solid,  and  eventually  that 
will  be  perceived  by 
investors." 


Problems 
found  at 
Gitic  arms 


By  Jamas  Hanfiog 


China’s  state  media  reposted 
over  the  weekend  that  audi- 
tors had  discovered  sus- 
pected criminal  activity  by 
nfftrialg  at  two  Hhng  Kong- 
based  subsidiaries  off  Guang- 
riiwgJntenMtiiwiiil  Trnst  and 

Investment  Corporation 
((Stic),  which  filed  for  bank- 
ruptcy  last  memffi 

"Clues  to  law-breaking 
criminal  activities  by  ’very 
few’  people  have  been  dis- 
covered after  auditing  the 
assets  and  liabilities  of  for- 
mer Gitic  Hong  Kong  (Hold- 
ings) and  Guangxtn  Enter- 
prises," the  China  Business 
Times 

The  newspaper  said  a spe- 
cial investigation  report  has 
been  handed  to  the  govern- 
ment of  China’s  southern 
Guangdong  province,  which 
owned  Gitic. 

The  two  Hong  Kong  sub- 
sidiaries were  placed  under 
voluntary  liquidation  last 
October  after  Gitic  was  shot 
by  China’s  central  hank 
because  of  its  inability  to 
repay  foreign  debt 

Auditors  have  looked  into 
the  accounts  of  26  trust  and 
investment  companies  in 
Guangdong  province  and 
found  problems  ranging 
from  high  levels  of  overdue  i 
debt  weak  repayment  ability  I 
and  other  irregularities,  the 
newspaper  said. 


The  Johannesburg  Stock 
is  to  undertake  a 
complete  overhaul  of  its  set- 
tlement system  and  begin 
switching  to  paperless  trad- 
ing later  this  year  to  mid  a 
chronic  backlog  of  unsettled 
trades  and  improve  its  repu- 
tation for  transparency  and 

efficiency. 

The  RTOm  (SXLSm)  invest- 
ment in  moving  to  electronic 
trading  and  settlement 
comas  as  tbe  JSE  is  reeling 
from  tbe  defection  of  some  of 
its  biggest  companies,  which 
have  moved  their  primary 
lteinp  to  the  Stock 

Exchange. 

JSE  officials  stressed  the 
two  were  not  related  and 
that  the  exchange,  which 
aspires  to  being  a hob  for 
stock  market  listings  by 
companies  throughout 
southern  Africa,  needed  to 
make  its  settlement  system 
more  competitive  and  trans- 
parent compared  with  other 
emerging  market  bourses. 

Monica  Singer.  JSE  gen- 
eral manager,  said:  “Our  set- 
tlement system  has  degener- 
ated very  badly,  to  the  point 
where  an  average  of  45  per 
cent  of  trades  fiul  to  settle 
on  time.  The  cost  of  settle- 
ment Is  often  higher  than 
the  commission  earned  on 
the  transaction." 

Trading  volumes  on  the 
JSE  nearly  doubled  In  1998 
to  R406bn,  but  it  has  consis- 
tently ranked  among  the 
wrest  emerging  markets  for 


Sega  finalises 
Dreamcast  plans 


By  Atice  Rawsttram 


Sega,  the  Japanese  video 
games  group,  hopes  to  sell 
nearly  7m  of  its  powerful 
new  Dreamcast  games 
systems  worldwide  by  April 
next  year,  according  to  Sbo- 
ichiro  Irimajiri,  president. 

Orchestrating  a successful 
launch  for  Dreamcast,  the 
first  128-ttt  games  marhinp, 
is  essential  for  Sega,  which 
reported  its  first  loss  last 
year  after  Its  expensively 
developed  Saturn  games  sys- 
tem was  trounced  by  Sony’s 
PlayStation  and  Nintendo  64. 

Dreamcast,  which  com- 
bines speedy,  realistic 
three-dimensional  graphics 
with  an  internet  connection, 
was  introduced  in  Japan 
before  Christmas. 

Having  sold  its  first  run  of 
500,000  players,  Sega  expects 
to  sell  a further  500,000  in 
Japan,  and  5m  software 
titles,  by  the  end  of  March. 

The  group,  which  recently 
announced  plans  to  recapi- 


talise through  a Y50bn 
(8430m)  convertible  bond 
issue,  is  finalising  plans  to 
launch  Dreamcast  in  the  US 
unit  Europe  this  September. 

Mr  Irimajiri  said  early 
sales  in  these  regions,  cou- 
pled with  strong  growth  in 
-Tppan  fchmili!  push  sajpg  of 

Dreamcast  players  to  6.8m 
by  the  end  of  March  2000. 

Only  five  software  titles, 
including  Virtual  Fighter 
and  Sbnic  Adventure,  were 
available  when  Dreamcast 
went  on  sale  in  Japan. 

It  has  not  yet  decided  on  a 
software  strategy  for  the  US 
and  Europe,  nor  on  pricing. 
The  Dreamcast  player  retails 
in  Japan  for  Y29.800  ($56). 
Nor  has  Sega  determined 
whether  Dreamcast  will 
have  the  same  level  of  inter- 
net capability  in  those 
regions  as  in  Japan. 

Its  Japanese  research  sug- 
gests Dreamcast’s  dual  func- 
tion as  an  internet  connector 
is  an  important  selling  point 
there. 
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settlement  risk.  “Our  goal  is 
no  more  settlement  prob- 
lems," Ms  ffinger  said. 

The  investment  will  see 
JSE  trading  begin  to  make 
the  switch  from  paper  to 
electronic  trading,  re-  dema- 
terialisation.  from  the  mid- 
dle of  this  year,  with  elec- 
tronic settlement  beginning 
an  July  90.  The  new  system 
is  known  as  Strata  - "share 
transactions  totally  elec- 
tronic". 

Ms  Singer,  in  London  to 
introduce  Strata  to  invest- 
ment banks  and  stockbro- 
kers, said  illiquid  securities 
would  be  the  first  to  switch. 
All  listed  instruments  on  tbe 
JSE  would  have  made  the 
change  by  July  next  year. 

The  exchange  is  also  to 
move  to  T+5  settlement  - a 
trade  will  have  to  be  settled 
five  working  days  after  the 
transaction  takes  place  - 
and  eventually  to  T+3. 

If  a trade  is  not  settled  on 
time,  the  JSE  will  intervene 
to  ensure  the  deal  is  dosed, 
charging  the  broker  for  the 
cost  and  levying  fins  where 
appropriate.  Trades  will  also 
be  settled  individually. 

The  JSE  has  appointed 
eight  central  securities 
depository  participants  - 
ABSA.  FNB,  Nedcor.  Stan- 
dard Bank,  Credit  Agricole. 
Society  Gtofaale.  Mercantile 
Bank  and  Citibank  - to  act 
as  clearing  houses  for  securi- 
ties transactions,  whose  rela- 
tionships will  be  with  inves- 
tors rather  than  with 
issuers. 
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Saudi  prince  takes  lead  role  in  PFE  saga 

Although  now  seen  as  a serious  contender,  success  for  his' bid 
or  the  Seagram  unit  is  far  from  assured,  writes  Alice  Rawsthom 

ft  ■ Jf  n_.i  - - . 


When  Prince  Muham- 
mad  Bin  Bandur 
Abdul  Aziz,  one  of  the 
less  well  known  members  of 
the  Saudi  royal  ramily. 
expressed  interest  in  buying 
PolyGram  Filmed  Entertain- 
ment (PFE)  last  summer,  no- 
one  believed  him  - least  of 
all  Seagram,  the  Canadian 
entertainment  company  that 
was  selling  it. 

Seagram  suddenly  tools 
the  prince  seriously  when, 
last  week,  be  placed  $S0m  in 
an  escrow  account  as  a 
deposit  on  the  deal. 

Edgar  Bronfman  Jr,  Sea- 
gram president,  is  now 
pressing  the  prince  to  prove 
that  be  is  wining,  and  able, 
to  pay  up  to  $450m  for  PFE's 
remaining  production  and 
distribution  assets. 

Anxious  to  reduce  the 
debts  amassed  in  his  gllbn 
bid  for  the  entire  PolyGram 
group,.  Mr  Bronfman  is 
expected  to  accept  a firm 
offer  if  the  prince  produces 
one.  Yet  Prince  Muhammad 
not  only  needs  to  finalise  the 
financing  of  his  bid,  but  to 
find  yet  more  money  to  revi- 
talise PFE,  which  once  pro- 
duced such  hits  as  Four 


Weddings  and  a Funeral, 
Fargo,  Elisabeth  and  Bean, 
but  has  been  racked  by 
uncertainty  for  nine  months 
while  Seagram  has  tried  to 
sen  it. 

At  first  glance,  there  is 
little  to  distinguish  Prince 
Muhammad  from  the  motley 
assortment  of  glamour- 
crazed  Investors  who  have 
toyed  with  Hollywood  over 
the  years:  from  billionaire 
womaniser,  Howard  Hughes; 
to  media  magnate,  William 
Randolph  Hearst,  whose 
main  motivation  was  foster- 
ing  the  acting  career  of  his 
mistress,  Marion  Davies. 

Dntfi  his  S50m  landed  in 
escrow  last  week,  the  prince 
had  no  known  business  deal-  ■ 
ings  in  Hollywood.  He  has 
now  proved  he  has  consider- 
able capital  at  his  disposal 
and  convinced  Seagram  that 
he  stands  a reasonable 
chance  of  nssAmhHng  a con- 
sortium of  Arab  investors  to 
back  his  bid. 

The  prince  has  also  per- 
suaded Fred  Bernstein  and 
Dan  Melnick.  two  respected 
Hollywood  executives,  to  run 
PFE,  if  he  wins  control, 
although . Variety,  the  US 


film  industry  magazine, 
claims  that  Gilbert  Feder- 
bush,  a conyicted  felon,  is 
also  linked  to  his  bid. 

Finally,  Prince  Muham- 
mad has  mapped  out  a struc- 
ture for  PFE.  He  plans  to 
acquire  all  its  remaining 
assets  except  Interscope,  a 
US  production  company,  its 

share  of  the  Sundance  Inde- 
pendent film  TV  channel, 
and  its  US  big  budget  film 
distribution  network. 

PFE's  non-US  distribution 
network  will  be  retained,  as 
will  Gramercy  to  distribute 
smaller  pictures,  such  as 
Lock,  Stock  & Two  Smoking 
Barrels,  in  the  US. 

The  prince  will  cede  US 
distribution  rights  for  cost- 
lier PFE  productions  - nota- 
bly Notttng  Hill,  the  hotly 
anticipated  Four  Weddings 
follow-np  - to  Seagram’s 
Universal  Pictures. 

Running  PFE  could  prove 
costlier  and  more  com- 
plex than  buying  It  One 
problem  Is  that  Seagram 
has  already  sold  its  film 
libraries,  which  provided 
steady  cashflow  to  balance 
its  volatile  production 


Edgar  Bronfman  Jn  expected  to  accept  if  prince  makes  firm  offer 


and  distribution  interests. 
The  prince  must  also  secure 
substantial  working  capital 
to  persuade  PFE’s  senior 
executives  to  stay. 

As  the  biggest  European- 
owned  film  group.  PFE  gave 
its  non-US.  staff  an  unusual 
level  of  autonomy  for  the 
US-dominated  film  industry, 
and  they  may  not  wish  to 
remain  if  that  nhangt»q 

Similarly,  Prince  Muham- 
mad may  find  it  hard  to  hold 
on  to  star  producers,  notably 
Tim  Bevan  and  Eric  Fellner. 
responsible  for  Four  Wed- 


dings, Bean  and  Elizabeth. 
Their  personal  contracts 
with  PFE’s  Working  Title 
subsidiary  expire  shortly, 
and  they  are  hotly  courted 
by  established  Hollywood 
studios,  intending'  Universal. 

Having  cleared  the  first 
hurdle  by  forcing  Seagram 
to  take  bhn  seriously,  Prince 
Muhammad  may  yet  clear 
the  second  by  raising  the 
cash  to  buy  PFE's  corporate 
assets,  but  winning  the  con- 
fidence of  its  real  assets  - 
the  staff  - may  be  the  big- 
gest challenge  of  all. 


National  Bank  of  Greece  Weak  prices 
profits  jump  to  Drl30bn  hit  MTM  and 

By  Kerin  Hope  in  Athens  sheet  clean-up  and  disposals  York,  after  the  arrival  last  XTi-.  .,^  I,  — , 1 
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By  Kerin  Hope  In  Athens 

National  Bank  of  Greece,  the 
country's  biggest  bank, 
announced  a 103  per  cent 
increase  in  pre-tax  1998 
profits  to  DrlSObn  ($460m) 
after  completing  a merger 
with  its  housing  subsidiary, 
National  Mortgage  Bank. 

Shareholders  approved  on 
Friday  a four-forone  stock 
split,  designed  to  improve 
liquidity  and  encourage 
more  small  Greek  savers  to 
buy  shares. 

NBG's  share  price  on  the 
Athens  stock  exchange 
closed  at  DiT8.Q00  on  Friday, 
more  than  twice  the  price  of 
Commercial  Bank,  the 
second-b^gest  Greek  finan- 
cial group.  • • 

The  bank  said  the  new 
shares,  with  a nominal  value 
of  Dri.450  each,  would  start 
trading  today. 

Analysts  said  NBG’s 
results  showed  the  effects  of 
a three-year  restructuring, 
which  included  a balance- 


sheet  clean-up  and  disposals 
of  equity  stakes  in  industrial 
companies. 

NBG  made  provisions  of 
Dr57.Sbn  for  non-performing 
loans,  marking  what  ana- 
lysts said  would  be  .the  final 
year  of  additional  provisions 
to  cover  past  lending  based 
on  political  rathe-  than  com- 
mercial criteria. 

Consolidated  group  pre-tax 
profits  increased  19  per  cent 
to  DriMlbn.  The  bank  has 
upgraded  its  hanking  subsid- 
iaries in  western  Europe,  the 
US  and  South  Africa,  which 
were  set  up  to  cater  for  expa- 
triate Greek  communities, 
and  has  expanded  invest- 
ment banking  activity 
through  NBG  international, 
a London-based  subsidiary. 

A bank  official  said  prepa- 
rations were  “well 
advanced"  for  NBG  to  be 
listed  on  tbe  New  York 
Stock  Exchange  in  the  mid- 
dle of  tbe  year.  Tbe  listing 
would  be  the  second  by  a 
Greek  company  in  New 


York,  after  the  arrival  last 
November  of  OTE,  the  public 
teleenms  operator. 

Institutional  investors 
firom  outside  Greece  hold 
about  20  per  cent  of  NBG's 
equity.  Greek  state  and  pub- 
lic sector  organisations  con- 
trol another  38  per  cent,  with 
the  remainder  held  by 
domestic  institutions  and 
small  investors. 

NBG  win  laimch  a public 
offering  of  2m  to  3m  shares 
ahead  of  the  New  York  list- 
ing. These  will  include 
shares  from  a convertible 
bond  issue  held  by  the  Greek 
government  that  matures  in 
June  and  shares  belonging 
to  NBG  subsidiaries. 

Although  the  offering  win 
reduce  the  Greek  public  sec- 
tor’s shareholding  in  NBG  to 
about  35  per  cent,  there  are 
no  {dans  for  changes  in  cor- 
porate governance.  Greece’s 
prime  minister  has  tradition- 
ally taken  responsibility  for 
fairing  and  firing  chief  execu- 
tives at  NBG. 


Foreign  demand  for  Azkar 


By  Tom  bras  In  Madrid 

Azkar,  Spain’s  leading 
transport  and  logistics 
group,  yesterday  said  it  bad 
been  swamped  by  non- 
Spanish  institutional 
demand  when  .it  completed 
an  initial  public  offering 
worth  Pta24.6bn  (€14Sm. 
$168m),  the  first  euro 
offering  to  be  made  on  the 
domestic  equity  market 
The  family-owned  group, 
which  is  placing  42  per  cent 
of  its  stock  on  Madrid's 
Bolsa,  had  targeted  its  IPO 
to  international  institutions 
and  brought  Merrill  Lynch 


of  the  US-  alongside  tbe 
domestic  bank  Argentarta  to 
co-lead  the  disposal. 

The  issue  price  was  fixed 
at  Ptal.872  (€11.25).  which 
was  at  the  top  of  the  range 
indicated  in  the  offer 
document. 

Tbe  international  tranche, 
which  represented  47.6  per 
cent  of  the  total  offer,  was 
1&8  times  subscribed. 

International  institutions 
had  originally  been  offered 
33-9  per  cent  of  the  disposal 
in  September  when  Azkar 
was  forced  to  pull  its  market 
debut  because  of  financial 
turmofi. 


tn  the  revised  structure  of 
the  IPO,  the  domestic  insti- 
tutional and  the  retail 
trendies  were  scaled  back  in 
order  to  allow  more  interna- 
tional investors  into  Azkaris 
equity  base. 

Domestic  institutions  bid 
93  times  the  amount  they 
were  offered  and  the  retail 
tranche  was  113  times  sub- 
scribed. 

The  success  of  Askar's  IPO 
is  likely  to  increase  the 
international  weighting  of 
a swathe  of  medium  cap 
Spanish  companies,  which 
are  lining  up  for  a Bolsa 
Uuing1.. 
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fflPQBvnwESTon 
QE  CapM  (US) 
TRW  {US} 

Ford  Motor  {US) 
Microsoft  (US)  ” 
Mcrosoft  {US} 

Dura  Automotiwi  (U 
Schawfc  {US) 

Ohio  Ctroto  (UK) 
Euromoney  (UK) 
Chryssfi*  (IRQ 


TARGET 

Japan  Leesing  units 
LucasVarity  (UX/US) 

Volvo  Cars  (Sweden) 

NTT.  (UK) 

UPC  (Krtends) 

Adwest  (UK)  • 

Waee  (UK) 

Fortune  Cement  (P'ppfnes) 
Mamet  Securities  (US} 
Global  Music  (Germany) 


Financial  arvcs 


Auto  components  S&6bn 
Auto  mariutactr  S&5br> 
Broadcasting  SSOOm 
Broadcasting  SSOOm 
Auto  components  S206m 
Printing  ervca  Si  56m 
Comer*  Sa6m 

Publishing  543m 
Music  publshng  57m 


VALUE  COMMENT 
S&Sbn  New  landmark 

$&6bn  Rival  expected" 


Consolidation 
Cable  stake 
CdUa  stake- 
Consolidation 
White  knight” 


Auction  winner 

Globa!  ambitions 


By  Gwen  Robinson  in  Sydney 

Weak  commodity  prices 
weighed  on  earnings  at  MIM 
Holdings  and  North,  two  of 
Australia’s  largest  diversi- 
fied resources  companies,  in 
the  half  year  to  December. 

However,  both  companies 
said  they  would  continue 
cost-cutting  programmes  and 
sales  of  non-core  assets  to 
boost  competitiveness,  high- 
lighting a growing  trend  in 
the  Australian  resources  sec- 
tor to  respond  to  tougher 
.market  conditions. 

MIM  on  Friday  reported  an 
interim  net  loss  of  AJ3.1m 
i (US$IS5m),  a sharp  reversal 
from  the  AS35.4m  net  profit 
reported  a year  earlier,  but 
forecast  that  capital  expendi- 
ture cuts  and  reductions  in 
production  costs  would  help 
achieve  a full-year  profit. 

The  group  produces  coal 
and  base  metals  including 
copper,  zinc  and  lead,  and 
has  Interests  in  Australia, 
Europe  and  South  America. 

MM’S  headline  profit  was 
helped  by  a net  abnormal 
gain  of  A$37.1m  from  its  sale 
of  a 25  per  cent  stake  in 
Norddeutscbe  copper-gold 
refinery  in  Germany.  The 
group  would  continue  to 
bold  a 10  per  cent  interest  in 
the  German  facility  for  the 
time  being,  but  had  signalled 
its  intention  to  eventually 
exit  Norddeutsche,  said  Nick 
Stump,  chief  executive. 

Production  shutdowns  at 
various  facilities  contributed 
to  MQfs  weak  first-half  per- 
formance, but  had  assisted 
in  the  expansion  of  key  busi- 
ness units.  The  irwin  influ- 
ence on  earnings  was  lower 
commodity  prices,  the  lower 
US  dollar- Australian  dollar 
exchange  rate  and  clearly, 
the  copper  price,  which  was 
down  24  per  cent  half-year 
on  half-year,”  he  said. 

Commodities  prices  in 
other  areas  of  production  fell 
across  the  board,  he  noted. 
In  addition  to  copper,  he  sin- 
gled out  declines  of  17  per 
cent  in  zinc  prices  and  14  per 
cent  in  lead  as  contributing 
to  the  net  loss. 

Copper's  contribution  to 
MQfs  results  was  mixed, 
with  Alumbrera.  the  50  per 
cent-owned  copper-gold  mine 
In  Argentina,  exceeding  pro- 
duction expectations  after  a 
slow  start  in  late  1997. 


Alumbrera's  improved  per- 
formance Included  a reduc- 
tion In  cash  production  costs 
to  USS0-30  a pound,  while 
production  costs  for  copper 
cathode  at  the  Mt  Isa  mine 
in  Queensland  had  fallen  to 
USS0.50  a pound  from 
US$0.60,  Mr  Stump  said. 

Combined  eamtngg  of  zinc, 
lead  and  silver  also  weighed 
on  earnings,  delivering  a 
A$8m  loss  compared  with  a 
A$433m  gain  a year  earlier. 
The  refurbishment  of  MUM'S 
Avonmouth  smelter  in  the 
UK  contributed  to  tbe  loss. 

In  other  operations,  how- 
ever, capital  expenditure  had 
begun  to  pay  off,  Mr  Stump 
said.  Upgrading  of  coal  facili- 
ties bad  helped  offset  “signif- 
icantly lower"  prices  for 
both  steaming  and  coking 
coal  by  higher  production. 

North,  which  owns  25  per 
cent  of  the  Alumbrera  cop- 
per mine.  Cared  better  than 
MIM,  reporting  a record 
interim  net  profit  of  A$77m, 
up  from  A$75m_ 

Strong  performances  from 
the  group's  Rohe  River  farm 
ore  operations  in  Western 
Australia,  its  gold  division 
and  its  Warman  mining 
pump  division  helped  earn- 
ings. The  result,  however, 
fell  short  of  analysts'  expec- 
tations, and  one  warned  that 
North  faced  lower  second- 
half  profit  on  continuing  low 
prices  for  uranium  and  base 
metals,  and  falling  demand 
for  iron  ore. 

Malcolm  Broomhead. 
North's  managing  director, 
said  the  company  would  look 
to  sell  non-core  assets  and 
further  cut  costs,  including  a 
likely  20  per  cent  cut  in 
exploration  budget  to  about 
ASlOm,  to  prepare  for  a 
“tough”  second  half. 

Like  MMs  Mr  Stump,  Mr 
Broomhead  cited  falling 
prices  for  most  of  North's 
products.  Iron  ore  in  particu- 
lar, would  be  affected  by 
negotiations  with  Japanese 
steel  producers  for  annual 
contract  prices. 

The  negotiations,  due  to 
end  this  week,  are  expected 
to  result  in  substantial  price 
reductions  for  iron  ore. 
North  had  placed  more 
pmphasis  on  efficiency  and 
improving  returns,  but  this 
was  not  likely  to  affect  the 
bottom  line  until  the  second 
half,  Mr  Broomhead  warned. 


LEGAL 

NOTICE 


Na  00407  of  IW9 

IN  THE  HIGH  COURT  OP  JUS11CS 
CHANCERY  DIVISION 
COMPANIES  COURT 

IN  THX  MATTER  OF 
ROXSPORPLC 
- and  - 

INTttg  MATTER  OF 
THE  COMPANIES  ACT  M85 

NOTICE  IS  HEREBY  GIVEN  tiui  i 
Petition  *u  on  2I«  Jurnry  I99y 
piaenfcd  to  Hot  Majoty's  High  Coon  of 
Justice  for  ibe  caocclkuion  of  Lbc  shoe 
premium  kcobdi  of  the  ibovr  aimed 

AND  NOTICE  IS  FURTHER  GIVEN  that 
lbs  Pttkkm  k directed  10  he  heard  heron 
lbc  Regime  of  the  Cwnpanie*  Coon  a the 
Royal  Coins  of  Justice.  Strand.  London, 
WGA2LLan  I ah  Fchmarj  1999. 

ANY  creditor  or  shareholder  of  the 
Pi.i^Miiy  ip  (be  of 

as  order  for  the  copfiraialroa  of  the 
ranreHirton  of  thr  share  premium  mm 
should  appear  a lbc  nmeof  ibe  boring  in 
pence  or  by  cornel  tor  dan  prepoae. 

A copy  of  Ibe  TVtilkia  will  be  tnrnhhtd  lo 
any  pecsoo  Trqusriug  die  umc  by  lbc  undet- 
mcnlioaed  solicitors  on  payment  of  tbe 
rejubted  cbaipt  lor  Lbc  Moe. 

DATED  29*  Laotury  1999 
Nabenn  Natbanaon 
SO  StoBoo  Suett 
Loodoo  WIX6NX 

Ttt  0171  4939933 
Sobdton  to  *0  FUthbaer 
Rch  BH/RFH7KZWR  ))40O7 


The  United  Mexican  States  Floating  Rate 

Privatization  Notes  Due  2001 

The  applicable  rate  of  uncrcst  lor  Uic  period  February  1. 1 999.  through 
and  including  May  2. 1999.  to  be  paid  on  May  3.  |999.a  period  aril  (toys,  is 
■ 5.782 19VTI1K  rate  If  13-  lb*,  above  ibe  offered  rate  hir  three -month  deposits 
in  US.  Dollais  which  appeared  on  the  dn^Jay  dcNgnalcd  as  the  Bribah  Bankers 
Association's  Interest  Settlement  Rate  (4.969tW%i  as  quoted  on  ihc  Dow 
JonesTelcralc MotmorK  ai Tcleralc  Screen  No.  3750 as ai  1 1 .-00  AJW.  (London 
Timeloo  January  28. 1999. 

The  abo-re  rate  equmey  la  an  mlerea  payment  of  USD  14  M0092  per 
USD  1 .000.00  in  principal  amount  of  Notes. 

BANCO  NACIONAL  DE  MEXICO,  S.A. 
NEW  YORK  AGENCY 

January  28.  1999 


Sun  Hung  Kai  Properties  Finance 
International  Limited 

H.K.  $650,000,000 

Guaranteed  Floating  Rate  Noun  due  2001 
ttocomfitiooaUy  and  in«wcjl>ly  guaranteed  by 

Sun  Hung  Kai  Properties  limited 

In  ACCvmlniUL-  with  the  ten*  and  conditions  nf  the  Notes,  the  rate  of 
interest  applicable  for  the  interest  period  29th  January,  1 999  to  30th 
July,  1999  is  6.13  percent,  per  annum. 

Interest  payable  on  30th  July,  1999  per  Note  ofH-K.S50.000  will  he 

H.K.  £2,026.93. 

Bankers  Trust 

Company,  Hung  Kong  Agent  Bonk 


We  want  your 
business. 


High  Speed 
Token-Ring? 


No  profit, 


We  wait 
your 

business. 


olicom  c_ 

wv.-'.Y.olicom.co  rr. 


The  CCDPERATHT  BANK 


£75,000,000 

Subordinated  Floating  Rate  Notes  2000 

Holders  of  Floating  Rate  Notes  of  the  above 
issue  are  hereby  notified  that  for  the  interest 
period  from  28th  January,  1999  to  28th  April, 
1999  the  following  information  will  apply. 

1.  Rate  of  Interest  5.9375%  per  annum 

2.  Interest  Amount  payable  on  Interest 

Payment  Date:  £73.20 

Per  £5,000  nominal  or 
£732.02 

Per  £50,000  nominal 

3.  Interest  Payment 

Date:  28th  April,  1999 

The  Co-operative  Bank  pic 

(Incoipgraied  in  England  under  tho  Companies  Act  1946  lo  1980) 

Agent  Bank 

Bank  of  America  International  Limited 


We’ 


INDEPENDENT 
INVESTMENT  BANKING 


or..;QRANVILLE 

If  you  prefer  an  investment  bank  that  puts  its  most 
experienced  minds  to  work  on  your  behalf,  talk  to 
the  people  who  help  fast  growing  companies  to  grow 
even  faster.  Gall  Akx  Winter  on  +44  171  488  1212. 


Stuitr  Roeuvb 
b 5tki 


Awn 

Slmwrmrut 


www.graavtUe-plc.com 
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MARKETS 
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C OffNfN  T 


Omj«!  Toang  Wawn 


February  1 - February  7 


NEW  YORK 


By  Richard  Waters 


Benchmark  yfckf  curve 
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LONDON 


By  PbSp  Coggan 


Tomorrow’s  gathering  of 
Federal  Reserve  policy- 
makers should  be  a 
non-event  for  the  financial 
markets.  The  US  economy 
accelerated  to  a 5.6  per  cent 
growth  rate  in  the  final 
months  of  1393.  but  the 
employment  cost  report  last 
week  showed  Inflation 
remains  a distant  threat. 

The  main  economic  news 
this  week  should  confirm 
this  picture.  The  National 
Association  of  Purchasing  ... 
Managers'  report  for 
January,  released  today  is 
likely  to  show  a pick-up  after 
three  monthly  declines, 
reflecting  some  recovery  in 
the  manufacturing  sector, 
but  at  an  expected  level  of 
only  47,  the  NAPM  Index 
would  point  to  continued 
weakness  for  manufacturers. 

The  January  employment 
report,  due  Friday,  is 
expected  to  show  a 
slowdown  in  hiring  after 
December's  surge,  with 
hourly  wages  continuing  to 
grow  at  an  annualised  pace 
of  around  3.8  per  cent. 


29H/99 

'—Month  ago 
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Dow  Jones  Industrial  Average 
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Jan  *99 


With  the  continuing  slide 
in  the  Brazilian  Real,  this 
points  to  Anther  support  for 
long-term  bonds,  keeping  the 
yield  close  to  5 per  cent 
That  may  contribute  to  the 
more  positive  tone  seen  in 
the  stock  market  last  week, 
as  the  corporate  earnings 
season  drew  to  a close  with 
few  nasty  surprises. 


The  Bank  of  England 
monetary  policy  committee 
meets  this  week  for  its 
monthly  look  at  whether  UK 
interest  rates  should  be 
altered,  with  opinion  split  on 
whether  it  will  cut  rates. 

Stronger  than  expected 
fourth-quarter  gross 
domestic  product  growth 
and  a pick-up  in  sentiment 
in  the  latest  Confederation 
of  British  Industry  survey 
might  persuade  the  members 
to  wait  for  more  data.  But  21 
of  28  economists  polled  by 
Reuters  think  that  a cut  win 
he  announced  on  Thursday, 
with  most  expecting  a 
quarter-point  drop. 

Waverars  on  the 
committee  will  be  able  to 
assess  a few  economic 
pointers  before  deciding.  The 
first  statistics  of  the  month 
will  be  the  purchasing 
managers’  index  and  the 
provisional  MO  (narrow 
money  supply)  numbers  for 
January  today. 

The  former  win  be 
scrutinised  to  see  if  It 
confirms  the  impression  of 
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FTSE  Afl-Share  Max 
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the  CB1  flrirfrngK;  the  latter, 
along  with  the  CBl 
distributive  trade  survey  on 
Wednesday,  will  point  to 
consumer  sentiment. 

Company  results  are  stfll 
thin  on  the  ground  but 
rhonricate  grant  JCI,  which 

had  its  problems  in  1998. 
announces  figures  on 
Thursday. 


LONDON  RECENT  ISSUES:  EQUITIES 


FTSE  GOLD  MINES  INDEX 
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STOCK  INDICES 


FTSE  100 
FTSE  250 
FTSE  290  O IT 
FTSE  350 
FTSE  Some* 

FTSE  SauKap  m IT 
FTSE  M-9HC 


Jm  29  Jai  a Jan  27  Jm  26  Jn  25  Htyi  law  Mgh  Low 


58950  50725  55754  58857  58809  6T78J  48457  81200  8008  FTSE  FhM 

50243  40559  49033  48550  48352  53050  4S12  SB0U  13704  FTSE  brotoo  100 

50359  49849  40039  48508  4830J)  8D30J  42059  5N0J  13753  FTSE  Bnfcp  300 

2702.4  27773  2774.1  27739  27700  20079  22333  >$454  (055  FT  30 

213130  211599210192  209403  7081.43 MBBOB 183448 2MM138L79  FT  OK  SactxSn 
200934  207490  200130  205590  208290  5E4J0 181503  5554.10 130570  Ft  FM  Mnat 
2595M  2BB1-14  2077.42  207508  2B729B  200597  218007 28W.17  8192  FTSE  SOU  Mm 


-1999  - Store  amp. 
Jpi29Jan28Jan27Jm2BJm2S  Urn  law 


118517 118331 118000 117552 117734 1517.11 104517 1517.11  31.14 
270639  277032  272519  272597  272501 308031 204831 308501 2D4447 
127430 1207.78 1191.12 118734 118B30 1327J0  80335132790  57490 
sms  35057  3*854  34039  S440J  300*9  20009  38049  454 

11792  11508  11503  11794  1T577  117.17  0131  14194  4518 

15520  1999  15520  15832  15522  15095  11532  15045  5033 

332.15  90538  92231  94596  98427135137  7D1J8  277491  70138 


OSAKA  GAS  CO.,  LTD. 


NOTICE  to  the  holders  of  du 


CaiL$200, 000,000 


10.25  per  cent.  Notes  due  1996 
of 

OSAKA  GAS  CO.,  LTD. 


Notice  is  hereby  given  as  follows: 

1 The  Daiwa  Bonk,  Limited,  Loodon  Branch  si  its  office  at  Fifth 
Root.  4 Broadgate,  London  EC2M  2QS  will  resign  hum  its 
role  oF  Fiscal  Agent  in  relation  to  the  above  issue  effective 
5th  March.  1999.  The  Chase  Manhattan  Bank  at  hs  office  at 
Trinity  Tower,  9 Thomas  More  Street,  London  El  9YT  will  be 
appointed  to  the  role  of  Fiscal  Agent  in  relation  to  the  above 
issue  effective  5th  March.  1999. 

2 The  Daiwu  Bank.  Limited.  London  Branch  at  its  office  at  Fifth 
Floor.  4 Broadgate.  London  EC2M  2QS  will  resign, from  its 
role  of  agent  for  service  or  process  in  relation  to  the  above  issue 
effective  22nd  February,  1999.  Hackwood  Secretaries  Limited 
ai  its  office  at  One  Silk  Street.  London  EC2Y  8HQ  will  be 
appointed  to  the  role  of  agent  for  service  of  process  in  relation 
to  the  above  issue  effective  22nd  February,  1999. 


Dated:  1st  February,  1999 


Tbc  Daiwa  Bank.  Limited 
Fifth  Floor.  4 Broadgate 
London  BC2M2QS 


THE  OASIS  FUND 


Stnrtr  rf7m*ifturtini/  a Capital  VariaMt 
kurnfnzn  Hunk  if  Una  am  Cnhr.  6,  m Of  if  line 
7r2h11!immnfrikrtTL  Grand  Dudrt  at Liixrmbttag 
AC  /jimiuirAtt  B 


Notice  of  Annual  General  Meeting 

NOTICE  h hcirtn  Rnrn  lolhrSfanrHoMmiiTTilE  OASIS  Fl'ND  (*lhcCompBiO 


:tui  dir  Annual  l literal  SleraoRMtO  br  Md  3 ihe  regkacrai  office  of  (hr  Chopun, 
Ei  u upon  BmL  8c  Bwincn  On  Ire,  6.  tin  IW  dr  Tioo.  I^26S3ScnQingeitierj^  Grand 
DucIrnH  Unrmhnurj;  ■*  Wrducidm  ITFcbnon  1999aii00pjiL.or3»any  jdjoorD- 
mcni  ihercui.  fiir  ibr  prepare  ufddlheiajiun  and  tocuk  upoe  (hr  (alkmiDg  jfjendx 


I.  Suiuiwumof  lhc  Rrpnlof ibefliwrduf tHrmoT^andoTilir Auditor. 

- .\Bpnwal  of  lhc  SnumlKrpnn  Eg  die  financial  Tear  ended  30  September  19W. 
3.  thvhuwidihr  Oft  rctnnui  respect  tiCihrirdutin  carried  oul  for  ibcftasncial 
>™  ended  SI  September  IVJS. 


1.  Einiinn  uf  ihr  thrcelon  ard  Auditor  fur  4 ICTID  uf  unr  >ear: 
3 Am  UihcT  Biuinm. 


A Share  hnldtT  ra  tided  to  an  end  and  wile  ai  (lie  Meeting  may  appoint » pros*  lo 
lUrad  .lull  vuu1  on  hn  hdulf  and  Midi  pnn)  need  nut  br  a Shareholder  at  ike 
rimpam. 


Rmiliiiiuni  on  the  agenda  ■■*  lhc  Meeting  will  require  no  quorum  and  will  be 
irwiheri  In  lhc  mape-ier  i if  lhc  Shaicholikn  attending  III  pmoa  or  by  pnrxr. 


■n  utter  w be  mulled  lo  alimil  ibe  Meeting.  holders  uf  beam  ihaiea  must  depone 
ibrir  bearer  ilure  (ertlCraien  fitr  uuriiiq  dan  prior  iu  (be  Meeting  with  the 
fulliminf;  neHituUon: 

KrtiEfJmfc  SA  laweinliiwugeohe,  45,  bouieeaid  Boyat,  L-Z953  Lmeabou| 


fOanbiMtn  who  utuiot  neiw KuOraitmd  die  Meeting  are  requeued  m me  ibr  prr- 
wrihed  form  uiprun  (mmbble  at  (he  itvaiemtafllcenf  ibeCnmpanv)  and  return 
iiol  tcasi  fnv  vtcrlin^  tktn  priitr  in  lhc  due  of  ibe  Annual  CA^ieraJ  Mccdqg  to  (be 
Caaip3m.c/o  Fleming  Find  Mauagnneiu  (Luxembourg)  SA,  LCSOSLuxemboing. 

B,",d  F LE  MING 

januan  t999  Asset  Management 


prirtr  lo  ibe  due  oT  (be  Annual  Ucnenl  Mi 
1 Mmugmmu  (Luxembourg)  SA,  LC8H8I 


B>  uidet  »T  (he  Ihiard 
uf  Dtardun 


Januan  1999 


Notice  to  holders  of 

Cadbury  Schweppes  pic 

U.S.  $80,000,000 


8 pa- cent.  Convertible  Bonds  2000 
(die 'Bonds') 


Cadbury  Schweppes  pk  hereby  gives  noace  to  die  hoidas  of  Bonds  chat  m 
accordance  with  Omdtrioo  5(B)  of  the  Bond*  ft  piopoiei  to  redeem  die 
irmaining  Bonds  ci  22nd  Match.  1999. 

Bonds  ptesented  at  die  offices  of  die  Paying  Agents  die  address  shown  below 
on  22nJ  Match.  1 999  wifl  be  redeemed  ai  principal  pin*  accrued  Interest  hum 
16th  December.  1998- 

Holden  of  Bomb  who  wish  to  lender  theft  Bonds  far  conversion,  in 
accordance  with  Chndtoton  4 of  the  Bonds,  dvndd  render  dienno  the  Paying 
Afeot  farconvenion  up  to  and  including  1 5di  March,  1999. 

Principal  Paying  Agent 
Bant  ere  Tmg  G~nh|ary 
I Appcil  Street,  Broaigacc 
London  EC2A2HE 


Credit  Agrtcole 
Ixkknucz  Luxctnboug 
39.Afl^Schdfe 
L-2520  Lurendxxirg 


Other  Paying  Agents 
Bankets  Trust  Company 
4 AJhany  Street 
New  York 
NT'  10015 


UBS  AG 

EncirlctnemA^^- 
CH-aiW  Zurich 


1st  February,  1999 


Cadbury  Schweppes  pic 


Appointments 

Advertising 


appears  In  the  UK  edition  every 
Wednesday  & Thursday  and  in  the 
International  edition  every  Friday. 
For  Information  on  advertising 
in  this  section  please  call 
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US.  $140,000,000 
ZloMfac  Rare  Nsrea  Doe  2001 
NaOcc  Is  hereby  given  char  die 
Inresew  Rue  far  (he  pedod  Eton 
29di  Tannery,  1999  tn  30*  Jtdy. 
1999  la  51875%.  The  Roacini  Rare 
Note  buerere  Amoenr  payable  cc 
30th  July,  1999  a LIS.  $31231 
perU3.siojoaa 

In  amnnfanre  wab  dame  6(cW 
(be  Terns  uni  Cmufthw  of  the 
Nous  the  buaere  Rale  applfcabk 
E»  (hare  NorehoUcr*  «tn  bn 
e leered  to  Redeem  (heft  Note* 
an  JOt h July.  1999  a 53125% 
and  (he  Roartag  Rate  Non  Inteiaz 
Ammmt  paysible  will  be  US. 
$29535  per  US.  $10000. 


FRANKFURT 


BentfenfcfMd  carve 

CV  • ■■■'■ 


TOKYO 


BenohnaricyWd 1 
IV 


By  Ufa  Kamfecfaseger 


By  Aiexandm  Nuabatm 


After  a week  of  seemingly 
random  up  and  down 
movements,  *hi»  Gannn 
stock  market  should  perform 
better  in  the  days  ahead. 

The  continuing  decline  of 
BraziTs  Real  and  fears  about 
a devaluation  in  China 
dominated  *hp  past  week. 

But  by  Friday  investors 
stopped  worrying  as  much 
and  the  Dax^s  2 per  cent  gain 
sent  a positive  signal  for  the 
rvwwing  week.  Starting  the 
week  at  5,180  points,  the 
weighted  30-stock  Dax  Index 
could  test  the  5£00  mark  in 
the  next  few  days,  according' 
to  optimistic  observers. 

The  preconditions  are 
good:  the  euro  has  weakened 
against  the  dollar,  Deutsche 
Rank  hue  announced  a 
surprisingly  good  dividend 
for  1998  and  last  week’s 
nuclear  energy  agresnent 
boosted  German  utility 
shares.  Also,  Ford's 
purchase  of  Volvo’s  car 
division  has  inspired  market 
talk  about  possible  mergers, 
takeovers  or  joint  ventures. 

The  supervisory  board  of 
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Dax  index 
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Preussag,  the  mixed 
industrial  group,  meets 
today  and  win  bold  an 
earnings  press  conference 
tomorrow.  On  Thursday  the 

grivpming  raimrfl  of  (he 

European  Central  Bank  wiH 
meet  in  Frankftirt.  Ihere  is  a 

gmaTl  rhanop  that  the  EGB 
could  decide  to  lower 
interest  rates. 


The  market  may  be  pushed 
down  over  the  next  few 
weeks  as  companies  revise 
oarningK  estimates  and 
begin  to  unwind  cross 
shareholdings  before  the 
March  year  end,  according  to 
Garry  Evans,  strategist  at 
HSBC.  He  noted  that  the 
construction  and  banking 
sectors  nmv>ny  perform 
poorly  in  February  and 
March. 

Policy  debates  over  the 

Liberal  Democratic  Party's 
monetisation  plans  are  likely 
to  have  the  most  dramatic 
effect  on  the  market  in  the 
next  few  weeks. 

The  market  is  being 
supported  by  rumours  that 
the  government  will,  by  the 
end  of  the  month,  have  a 
concrete  plan  to  create 
equity  purchasing  vehicles 
to  unwind  cross 
shareholdings,  says 
Cameron  Dmetsu,  senior 
strategist  at  Warburg  Dillon 
Read. 

However,  the  bond  market 
may  continue  to  fed 
pressure  from  the 


24 v 

™ -X 

M 

o -Z. 

4 & ’ 


— 2*1®  ' 


15  U 
. VilM*J 


HBdod  Z2S  Average 

C0« 

1« 


22  25  26  27  to  2ft 
JK'to 


government’s  policies, 
including  l«gt  week's 
announcement  that  the 
Bank  of  Japan  would 
underwrite  new  government 
bond  issues. 

New  vehicle  sales  and  the 
wholesale  price  index  figures 
irill  be  released  this  week. 
Analysts  expect  this  data  to 
be  negative. 


COMPANIES  DIARY 


The  calm 
before  the 
storm  of 
results 


This  week  marks  a calm 
before  the  storm  of  results 
that  start  to  flow  rapidly 
later  in  the  twnrrfh.  A point 
of  interest  is  likely  to  be  the 
results  from  housebuilder 
Crest  Nicholson,  where  any 
comments  on  current  trad- 
ing and  the  outlook  for  the 
housing  market  will  be 
keenly  studied.  News  of  dis- 
posals may  come  foom  ICI 
and  BAA. 


TODAY 


• Third-quarter  figures 
from  BAA.  the  airports  oper- 
ator, will  probably  be  dis- 
torted by  a series  of  factors. 
The  rebalancing  of  landing 
charges  from  the  first  half  to 
the  second  should  add  £4m 
to  Q3  profits,  while  the  7 per 
cent  growth  in  Q3  passenger 
numbers  should  combine 
with  the  rise  in  profits  at 
Stansted.  The  result  should 
be  a £10m  rise  in  airport 
operating  profits,  despite  a 
flat  spend  per-  passenger, 
according  to  Williams  de 
Brofi.  However,  Heathrow 
Express  is  still  in  the 
start-up  phase  and  will  have 
lost  some  £10m  in  03.  Inves- 
tor interest  is  expected  to 
focus  on  further  disposals, 
while  the  likely  abolition  of 
duty-free  sales  is  expected  to 
restrain  growth. 


Sir  Ronald  Hampel,  chairman  of  ICt  results  should  contain  few  surprises 


***** 


TUESDAY 


Crest  Nicholson  will  be 
keenly  analysed  by  investors 
for  indicators  as  to  the  state 
of  the  UK  housing  market 
Housebuilding  stocks  have 
suffered  low  ratings  in  the 
past  year  as  investors  have 
valued  than  to  take  account 
of  a deep  recession  in  the 
housing  market. 
However,  recent  days  have 
seen  some  builders  enjoying 
a rerating,  particularly  as 
results  from  Bryant  pro- 
duced no  bad  news.  Analysts 
expect  Crest  to  produce 
some  £27 Jim.  pre-tax,  up  from 
£2(1  Jim. 


electricity  to  more  than  2^00 
small  businesses,  is  expected 
to  produce  interim  pre-tax 
profits  of  £850,000:  but  this  is 
forecast  to  rise  to  £5m  by  the 
year  end,  reflecting  the 
impact  of  deregulation  on 
the  market.  The  company 
recently  acquired  a 50  per 
cent  stake  in  a power  gener- 
ation business  at  Milford 
Haven,  increasing  its  genera- 
tion capacity  to  365MW. 


THURSDAY 


Results  from  housebuilder 


• Independent  Energy,  the 
Aim-traded  distributor  of 


• Final  figures  from  chemi- 
cals group  ICI  should  con- 
tain few  surprises,  as  the 
company  said  earlier  this 


month  that  pre-tax  profit  is 
expected  to  exceed  £3l5m 
and  it  would  maintain  the 
dividend  at  32p.  BT  Alex 
Brown  has  told  clients  that 
it  expects  the  results  to 
show  that  the  core  speciality 
chemicals  side  is  proving 
resilient  in  the  lace  of  tough 
markets.  Investor  attention 
is  expected  to  focus  on  any 
news  of  disposals  and  details 
of  cash  management,  with 
positive  news  expected  on 
both  fronts.  The  broker 
expects  underlying  pre-tax 
profits  for  the  year  to 
December  to  fall  17  per  cent 
to  £320m,  although  the  head- 
line figure  is  likely  to  drop 
some  43  per  cent  to  £296m. 
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NEW  INTERNATIONAL  BOND  ISSUES 


Md  M 
Wes  % waadtyi 


Cora  YM  land)  BodMam 
% Mb  % RRSd  ip 


14-TI  if  t , ■piiTjiprg 


rrtoB 


i ratio 

• 

1 

i TCI  35 

- 

• 1 

1 18188 

“ 

1 

iso  VaSA 


.fTS*  MiiN»>AV  I 1 1- 


FINANCIAL  TIMES  MONDAY  FEBRUARY  1 1999 


~F-  - 
i.  : 

! • a 


WEEK  AHEAD 


MR'i 


T T 


ix m**}*  w&ft  > 

r Ute 

ihTv1I  t ■ — - 

IfrwHltfW* 

M v«iS  , 

4f».  wniiffrt  »’ 
tU*tH  . . • 

<«a  •..••• 

*wp<  lh*  ... 
feglteaitttr  Pert)1  * 
man  fk** '«*  *ka4* 

U*.  »wr*rt  til  Uw 
*■4** 

MMUM4  ... 
4fey  ruowurorivel 
MUM*'  will.  fc*  MW 
VOTM*-****  ■ 

. pliLR  W murth 

ua4w> 

Ml  <T0»  • ‘ 

''  . 

RV^mi  Miwor 


*fi»N 


tfmrsTirf.T-i.''  : i 
" '•■ 

nmKvii.irjiii:,:  •-. 
tUnh.  i>t  .*j •• 

i .U’  .■"  ’•  - 

f*7Xxi  >*:*■- 
- V+H  - 

. *!*•«■***? ; - ■ 

.^tn'iiiT.'-'’ 

- hr 


. * 

.•‘jp 


*'§**; 

#5* 


— i-r-  — 

r-  * * 

& . +6* 


* -'*• 

*S*-  11  ' 

* •** 

F35  * 
**  *4-\ 

w*  * 

f-m  ■ 

om* 


.***  i 


DIVIDEND  & INTEREST  PAYMENTS 


■ TODAY 

Abbey  National  5.56%  Und 
Sb  Nts  Y2780000.0 
Abbey  National  Fdg  6.1% 

Dual  Currency  Gtd  NtSs  1999 
Y2541.66 

Abbey  National  Treasury  6*4% 
Gtd  Nts  2000  $62.50 
Aberdeen  Gas  Anns  12.5p 
Acal  4.1  p 

AEA  Technology  3.5p 
AHIed  London  Properties  10% 
CmPt5p 
Amerltech  S0.3175 
AT  & T $0.33 

Bankers  Tat  Int  Step-down 
Coupon  Nts  Jan  2001  £10.02 
BBA  5%  CmPf1.75p 
Bell  Atlantic  $0,365 
BellSouth  $0.19 
BLP  Cv  Pf  4p 
BP  Amoco  6p 
CALA  4%  Cm  Pf  l.4p 
Campbell  Soup  $0255 
Consolidated  4%  Ln  £2.0 
De  Beers  8%  Gross  Cm  2nd 
Pf  R0.04 

Dudley  7%  Ln  2019  £3.50 
Dunedin  Inc  Grwth  Inv  Tst 
3%%  Cm  Pf  £1.75 
Fleming  Mercantile  Inv  Tst 
2.5p 

Govett  Strategic  Inv  Tst  5% 
Cm  Pt  1.75p 
Granada  Cv  Pf  3.75p 
Great  Universal  Stores  6.2p 
Greene  King  5.85p 
investment  Co  2p 
Jenners  Princes  Street 
Edinburgh  10%  Cm  Pt  5p 


Johnson  Mattbey  5.7p 
Land  Sac  10%  1st  Mtg  Db 
2030  £5.0 

Law  Debenture  3.85%  Cm  Pf 
1.925p 

Leeds  & Hoi  beck  Bldg  Scty 
13%%  Perm  Int  Brg  £66.875 
Lewis  (John)  5%  Cm  1st  Pf 
1.75p 

Do  7%  Cm  Pf  2.45p 
Lincoln  National  $0.55 
M & G Inc  Inv  Tst  1.2p 
Do  Geared  Units  1.2p 
Do  Package  Units  12p 
MY  Hldgs  2p 

Manchester  3%  1891  Rd 
£1.50 

Merchants  Tst  3.65%  Cm  Pf 
1.825p 

Met  Water  Board  New  River 

3%  Db  £1.50 

Meyer  Int  5p 

Monks  Inv  Tst  3.5p 

Moorepay  2.25p 

New  York  7%  Ser  C Eu fonts 

1999  $350.0 

Do  7%%  Ser  D Euronts  2000 
$368.75 

Northumbrian  914%  Bd  2002 
£925.0 

Northumbrian  Water  4%%  Rd 
Db  2012  £2.125 
Do  12%  Rd  Db  2004  22.125 
Orange  8%  Nts  2008  $41.56 
Do  8%%  Nts  2008  244.80208 
Sah/essn  (Q  2.45p 
Scapa  2.05p 

Shell  Trans  7%  Cm  2nd  Pf 
2.45p 

Sumitomo  Realty  & Dev  3.9% 


Nts  2000  Y39GOOO.D 
Tiger  Oats  5V4%  Gross  Pf 
R0.055 

Tinsley  (Btea)  2.31  p 
Torchmark  $0.09 
Tyco  Int  $0,025 
Whitbread  4%%  2nd  Cm  Pf 
1.575p 

Do  814%  Bd  2007  £82.50 
Wllshaw  0.3  p 

Witan  Inv  2.7%  Cm  Pf  1.35p 

Workspace  5.5p 

Young  & Co’s  Brewery  42% 

Cm  Pf  2.1p 

Do  9%  Cm  Pf  4.5p 

■ TOMORROW 
Abbey  National  Fdg  5.8% 

Dual  Currency  Gtd  Nts  2000 
Y2416.68 

Cons  Bultfontein  R0.045 
De  Beers  40%  Gross  Pf  R1.0 
Ecfinburgh  Worldwide  INv  Tst 
025p 

F & C Smaller  Co's  1.12p 
GriquaJand  West  R0.21 
Harveys  Furnishing  3p 
Henderson  Bee  & Gen  Inv  Tst 
1.85p 

Ivory  & Sima  Optimum  Inc  Tst 
1.35p 

Lambert  Fenchureh  1 .45p 
Second  St  Davids  Inv  Tst  8p 

■ WEDNESDAY 
FEBRUARY  3 

Advanced  Power  Components 

asp 

Blacks  Leisure  2p 

Bogod  0.1 5p 

Do  A Rest/Vtg  0.3p 

Japan  Dev  Bank  9%%  Gtd  Bd 


2005  £91-25  - 
Meconfc;  2p 
MEPC  8p 
RM  1.8p 

Seiyu  3.8%  Bd  1999 
Y380000.0 

Wall  Street  Fin  3%%  Sb  Cv 
Bd  2004  $37.50 

■ THURSDAY 
FEBRUARY  4 

BAA  6%%  Bd  2028  £31.875 
Care  UK  ip 

Chelsea  Bldg  Scty  Sb  FRN 
2004  £4690.58 
Partake  4p 
Norbaln  3.7p 
Richmond  Foods  0,5p 
Syttone  2-25p 
Victrex  3.63p 

■ FRIDAY  FEBRUARY  5 
American  Opportunity  Tst  0.5p 
Boots  7.1  p 

Edridge  Pope  4.1  p 
Export-Import  Bank  of  Japan 
8%  Gtd  Bd  2007  £80.0 
Govett  High  Inc  Inv  Tst  224p 
Landround  3.4p 
Latham  (J)  3.5p 
MR  Furniture  0.7p 
Ma^edie  Irrvs  3.4p 
Metxotect  Inds  0.4p 
New  York  Fltg  Rate  Euronts 
1998-2002  $114.28 
Pennon  10%%  Bd  2012 
21062.50 
Ptysu  22p 
Racal  Elec  2. Ip 
Shaftesbury  1.65p 

■ SATURDAY 
FEBRUARY  6 
Treasury  9%  2012  £4.50 

■ SUNDAY  FEBRUARY  7 
Adare  Printing  IR5.38p 


UK  COMPANIES 

■ TODAY 

COMPANY  MEETINGS: 
Aukett  Associates,  2,  Great' 
Eastern  Wharf,  Parkgate 
Road.  S.W..  12.00 
DewhursL  Melbourne  Works. 
Inverness  Road.  Hounslow, 
Middx..  11. 00 

Network  Technology,  Thistle 
Hotel.  Kings  Road.  Brighton, 
East  Sussex.  12.00 
Treatt,  Bedford  Lodge  Hotel, 
Bury  Road,  Newmarket, 
Suffolk,  11.30 
BOARD  MEETINGS: 

Finals: 

Beale 
Birchln  Int 
Interims: 

Mid  Wyndlnt 
(Jno 

Whittard  of  Chelsea 

■ TOMORROW 
COMPANY  MEETINGS: 
Chemex  bit,  44,  Worship 
StzeeL  EXX,  11 -X 
Electronic  Data  Processing, 
Tapton  Masonic  Hall,  Shore 
Lane,  Sheffield.  12.00 
BOARD  MEETINGS: 

Finals: 

Arm 

Crest  Nicholson 
Internet  Tech 
SkQIsgroup 
Interims: 

Eurodis  Electron 
Gartmore  British  Inc  & 
Growth 

independent  Energy 


North  am  bar 

■ WED  FEB  3 
COMPANY  MEETINGS: 

Firth  Rixson,  Stales  Hotel, 
Victoria  Quays,  Fumival  Road, 
Sheffield,  11.45 

■ THURFEB4 
COMPANY  MEETINGS: 

API,  Savoy  Hotel,  Strand, 
W.C.,  11.00 

Denmans  Electrical,  Narrow 
Quay  House,  Narrow  Quay, 
Bristol,  12.30 

RCO,  20.  Old  Bailey.  EC.. 
3.00 

BOARD  MEETINGS: 

Final: 

Fitness  First 
Interim: 

Cammell  Laird 

■ FRIFEB5 
COMPANY  MEETINGS: 
Sflmma,  Hanover  Internationa! 
Hotel.  Derby  Road, 
Ashbourne,  Derbyshire,  10.00 
BOARD  MEETINGS: 

Finals: 

ECsoft 

Heavftree  Brewery 
Company  meetings  are  annual 
genera/  meetings  unless 
otherwise  star  ad.  Please  note: 
Reports  and  accounts  are  not 
normally  available  until 
approximately  six  weeks  after 
the  board  meeting  to  approve 
the  preliminary  results.  This 
list  is  not  necessarily 
comprehensive  since 
companies  are  no  longer 
obliged  to  notify  the  Stock 
Exchange  of  Imminent 
announcements. 


CONFERENCES,  VENUES  AND  COURSES 


ansion 


Energy  Market  Forecast  in 
Spain,  Portugal,  Latin 
America  and  Philippines 


London  II  February  1999  Hyatt  Carlton  Towers  Hotel 


The  Electrical  Market  in  Spain  and  Portugal 

Mr  Oscar  ftofol 

Mr  Antonio  Goo* 

Ex  Chanrun  - KeptoJ 

Director  General  of  Energy  (Span) 

Mr  Antonio  kuslam 

MrtatDBtoTad&i 

talner  - Denton  Hal 

CEO,  MdrocwiAxlw  (Spate) 

MrCntMonb 

Mr  lose  Marian  Lauda 

fteudent  - Seartddade  de  Portugal 

General  Director  of  RENTE  (Spain) 

Mr  Mtgwf  Angef  fndnds  OttUBa 

Overman,  CNSE 

The  Gas  Sector  in  Spain  and  Portugal 

. Mr  Antonio  Bndau 

Mr  Antoaht  Mcxia 

Chabnun.  Gas  Natural 

Charm an.  Transgu 

M/VlaotiaaeMaaso 

■ Vice  Chacman.  U»l6n  fenma 

The  Experience  in  Latin  America  and  Phifippines 

' Mr  Rafocf  Miranda 

Mr  Lab  Tdkz  < 

CEO.  Endesa 

Secrewy  of  Energy  (Mexico) 

Mr  ToasAs  Ca&fja 

MrGMdoAAwdoDdyodo 

Director  General  ibordrote 

Ex  Picsidera.  Matiorrai  Power  Carp. 
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Conferences, 
Venues 
& Courses 


FEBRUARY  11 

Driving  Technology  Transfer: 
Growing  Enterprise  In 
Universities 

One  day  CYCP  conference  la  explore 
ihe  benefit*  or  technology  and 
knowledge  transfer  for  oniveisiiies  and 
itigir  Imks  ailh  industry 
Contact:  Veil  Siewan  Associates 
Td;  0171  240  9395 
Fax:  0171 240  8W3 

e-mail:  mal^neilstewunnssoculcsxoai 
QEU,  LONDON 


16  '.  • 

DEMOS 


DENTON  HALL 


For  Wennaban  and  re^strabon  plane  com!  >eb  HnhMS  M 
lemnanAderaanluixani 

FIVE  CHANCERY  LANE  CLIFFORD'S  INN  LONDON  EC4A  IBIT 
TIL  *44  (0)171  242  1212  FAX  +44  4M  0087 
mr^rMraWLaa 

uium.  anient  honuukc  ioxods  miookutms  mocw  Mt  irn 

msuinu  tono 

AMociamiOfncu 

imhum*  amor  caocst  cktmnitz  kmuh  iscm>  Hinuxtcf 
IbUHlt  tuMWb'.  MUHD  unnoi  Oslo  Mitt  HUM 


Mutuality -An  Economic 
Third  Way? 

Using  ttw  Mururi  llodel  for  National 
A Local  Economies  Sodai  Cato,  - 
Cwnbartmf  HotaL  London  WT 
1I»  aaSannca  wl  ram  bow  0w 
maul  aedri  can  to  dawbpod  over  Bw 
dacadK  ahnd  and  On  mpiatons  d 
dwga  lor  sganuent  n mN  and 
beat  gnennA  tancW  aenneea, 
itccwig  uaiOoni  and  ngwradon 
bodns.  Bpatfcan  toctnda:  Pamca 
HM  MP.  Brian  Ow.  Ctedas 
Lnadbaear.  Chwoptwr  Rooiguan.  Andy 
Uwa  UP.  Ian  Hwgranns. 

-A—  a$n?  unison 

Sinmadbr 

Tbn  AmxsMJicn  of  Fdandy  SocMan 
and  The  BuAtzig  SocmMs  Assodabon 
For  non  tatormabon  contact: 


M:  8X71  am  B3B3  tec  Bm  240  8833 


COURSES 


VENUES 


FEBRUARY  15 -17 
Power  ink’s  UK  Generation 
Workshop 

In  4SMVUUOB  «uh  Mmi  NUDaoiU. 
Tttrcc-4a>  mtcasi'c  raw  doiyncd  as 
j onc-sii'p  maiugetncnt  bricfiAg  for 
crccuutcs  Intalnahlc  m those  seeking 
a thorough  yiwmhny  n general m*  and 
relate  J r'vors- 

Anvtn-edtn: 

The  laMMtfte  *>f  Eneigj 
Tel.  Karen  44  <011273  2H212U 

ton  Metro  pole.  ENGLAND 


FEBRUARY  22-24  ^ 

McMb -partnaro  *>  fhaneWfcnonWdR* 
Introduction  to  Cafritai 
Markets 

• BwfcgTwnd/DncfcfUKKl:  Dobwoc/ 
InhinaOiiwi  Mallets.  Deirteremhidian. 
Sc.-vnauiMn.  PBroapanm  Regatanons 

• VirtK  RMURcaranl  Raungv 
Fitcd/Hiuting  - CmeiKy  and  latere^ 
Kisk  «n  Capital  Market  libirvmeiHs 

• bqtnoo  jod  Hyhnds.  Stock  Eadwqre 
Limits  anJ  TraJmg. 

3 Da>» 

r.mtttt  BurtmTiamaw;  & Cot&vtintg 
!4»lamtenl  SL  ECJV  9AA,  hoofr* 
Td  <*r I Mill  Fat: 01 7 1 7296644 

Lmail  tHidtinnhuehiasiw 

LONDON 


FEBRUARY  25 -26 
McNB-fMrtemJaSonncJBrijjuMhdpi 
EffacHva  Customer 
Communications 

• What  influences  our  Bebastnur 

• Body  Lor^uagc  * Inter-penoul  Skills 
Asscnivcocss,  Strengths  and 
Weaknesses  *T»o  way  Coaunuiiicaiian 

• laformauoa  gathering  and  Product 
Kamlcdge  * Needs  IdennJicdano. 
2Days 

Contact:  Buelun  Traiwng  & Consulting 
1-6  Lombard  SL  EC3\!  9AA.  Loodon 
Tel:  0171 929  663?  Fax:  0171  929  6644 
Email:  bndaati'birebiaA'om 

LONDON 


MARCH  1-3 

Mchfri  - prim  in  AwtcmiknearlKfea 
Evaluating  Banks 
• n.Btm^  Sopemuon  and  Regolaiioa 

■ Financial  Informal  ion  • Key  Kanos 
and  Capital  Adequacy  - Political. 
F consume.  Social  and  Technological 
Risks  • Coomo  RrsL  Exposure  Analysis 

■ Emerging  Markets  • The  Role  of 
Credit  Raung  Agencies. 

3U*Ji 

Gooncc  Badun  Tnaiu^  & Ctnmkmg 
1-6  Lombard  Sc  EC3V  9AA.  London 
Td:  OI7I  9296633  Fax:  0171  929  6644 
Emit:  twbMHPtwcfanxom 

LONDON 

APRIL  19 -JUNE  7 

FT  City  Course 

The  FPCtiy  Cuwsc.  «4uch  lakes  place 

oeer  4 weekly  afternoon  sessions. 

provides  an  cxccgeax  intnkteciionwdtc 

C«y  o(  London  m » osqw  finnori*!  and 

trading  ceatre. 

Comart.  Joanna  Edwards 

FTCrttfewres 
Td»t44-.  171 873  3374 
FJH4J41 171*73  3067 
Email  iaaoru-cdwathW  FTcoa 


Conferences, 
Venues 
& Courses 


FEBRUARY  10 -12 1999 
Advanced  Financial  Modeffing 
with  Excel 

lEm4*esdu*upepul*rJtm—dl 
Mux*  a t dire  whose  wmk  sntrisxs  the 
me  »4  Ewd  to  dndop  tiaasal  andds 
luiumlAdy  those  to  MkA.  acquumoo 
fratemg  and  prt^ect  ftnaxe.  Vfoddteg 
lechniqaes  intitule  • array  arithmetic 
- bacar  itgrewiwn  - c*w*s4b«i  * imne 
carte  simUm  ■ fttunciaJ  frasaewwk 
fee  nndelling  ■ deveh^mea  «tf  a full} 
mKgreted  actgn'itHn  mudrl  * assumes 
HMwnwtefaMWta^cidEsctL 
Ccetrot  ZnC  DteiesX  F5MD  Ter  deuds 
Td  aa  rOU625  5 .WC30 
1W.44I01I625M39J7 
E-Mail  tm^WtadAMi 

LONDON 


Conferences, 
Venues 
& Courses 


IFFfc  state  ol  Ihe  an  taring  carnre 
tocriad  in  the  heart  of  the  City  of 
London  at  Quean  Victoria  Steel  l» 
the  idaal  vetua  for  ooRterniy 

k JiKB  and  oB  ten  meetings. 

D Accommodates  10-78  pnopte 
O FuByAV  nqupped 
3 First  class  catering 
3 Full  support  ol  IFF*  training 
cents*  tram 
3 CompeWiwr  pnees 


CONTACT: 
Mcia-iiC  Di  Vc:c 
7ci  -44  ITT  3?9  24€o 
Fji  1 • -»<■'* 

compuGCfvc 


-r-jerrstew^ 

'A 

-i 


A new  cny  mimt  wMmii  4c 

FaunaalTnSts  Head  OOtee.  Ueafly 
mi  red  for  vctninarv  press  taimrhrs, 
wwporaic  fnaciiaas  and  cocktail 
lecepuiite..  Scptarocsedateo 
is  [rnjsrww!  mflaMr  Kr  aS  rajrnrtncXs 
Snppcrme  and  pmfcsvjcoal  vuff  os 
hand  6ia«rt  > at 

Far  (briber  drfaiL  pferec  contact; 
Jay  Ajntn 

Td;  448101171  »33* 

Fan  448  IOjITI  8733067 
EaaftJiuaia^FIfla 


3rd  Annual  Urban  Land 
Institute 

International  Real  Estate 
Investment  & Finance 
Conference 

How  wffl  the  Euro  and  wortd 
financial  markets  affect  capital 
flows,  dwietoppieni  and  the  end 
user? 

Find  ouL  Join  Sam  Zefl,  Lord 
Currie  of  Mmytobona,  WdC  AUa, 
John  Gomez  HaB.  Jan  Doets,  Jan 
de  Kren,  Mkdtel  Penat  and  real 
estate  ridustry  leadere  from  across 
Europe  and  around  die  world! 

ThL  44-181-74847101 
Fax  44-181-741-1189 
E-mail  uBewope©  uH.org 

La  Caotnunl  da  Lomra,  Paris 


MARCH  3 & 4 
FT  New  Media  Conference 
In  the  aftermath  of  the  launch  of  digital 
television  in  the  UK.  the  Financial 
Times  New  Media  conference  will 
r+mmin*  [hr  stale  of  phy  in  the  digital 
marker.  Distinguished  Speakers  include: 
Mr  fin  West.  Sky  Entertainment:  Mr 
Tony  Ms  try,  Tdcwcsl  Comm  onicaii  ore 
pic:  Mr  Adam  Singer,  Flexecb  pie:  Mr 
David  Docherry,  BBC  and  Mr  Stephen 
G [abater.  OodigiuL 
Contact:  Catherine  MacSweeney 
FT  Conferences 

TeL  t+44»  171  873  3162 
Fax:  (4441 171873  3067 
Email:  Catherine  maesweeney  gFT.com 
LONDON 

Market  & Competitive 
Intelligence*.  Understanding 
the  Impact 

MartaOng  • RbsobjcH  • naigsnro  • 
ConpaMon  •Knoatodgi  • Managarneri 
CortertJiee  tor  tiwSamng  Prttessienal  / 
UatM  RasemdiBS/ Senior  Manages 
iemunng:  Tha  Wafegonc*  Cycta.  Synergy 
Mhtradtonai  Martot  Rasaarch.  BMca  & 
Global  FWpKMA  Hjgiy  neocSve 
programme  of  Papers.  ftnrtOtreumlon» 

& Woto^  Groups 

Vww  MaaatiWI  HoW.  Genwm 
fSWttntanm 

For  programmaAcgistration 
contact: 

ESOMAR  (European  Sodety  for 
Opinion  and  Marketing 
Research)  « 

Tel:  +31-20-6642141 
Fax:+31-20-6642322 
EmaB:  conference#  asomarjtl 
Websfte:  enmusomannl 


MARCH  11 

FT  UK  Stakeholder  Pensions 
Conference 

Speakers  inctedc  The  Ri  Hoc  Rank  field. 
MP;  Mr  Chris  Evans.  Department  of 
Social  Security:  Mis  Caroline  Instance. 
Occupational  Pensions  and  Regulatory 
Authority;  Mr  Andrew  Young, 
Government  Actuaries  Department;  Mr 
Richard  Stroud,  The  Pensioas  Trust;  Mr 
Nick  Page  ftmiMi  Resources  Ditectoaie: 
CBI  rod  Mr  Robot  Nuuall.  BBC 
Comaa:  Joanna  Edwards 
FT  Conferences 
Tel:  1+44)  171  873  3374 
Fax:  (+44)  171  873  3067 
Email:  joarma-edwards#  FT.com 

LONDON 

MARCH  18  & 19 
FT  European  Pensions 

Distinguished  speakers  include: 
Professor  Mario  Moan,  Member  of  the 
European  Commission;  Mr  Kees  van 
Rees,  Managing  Director  Shell  Pensions 
Fund,  Chairman.  European  Federation 
of  Retirement  Provision;  Mr  Martin 
Jack.  Director  of  IBM  Reuremenl 
Funds.  EMEA.  IBM  UK  Lid:  Mr  Bruce 
Garner.  Head  of  Pensions,  BP  Amoco 
P-Lc.  and  Ms  Ruth  Goldman.  Head  of 
Pensions.  Unklaiets  8c  Alliance. 
Cowarr  Joanna  Edwards 
FT  Conferences 
TeLl+44)  171  873  3374 
Fate  (+44)  171  873  3067 
Email:  joannudwaids#FTxoai 


HESOMAM 


London 


Fourth  Roundtable  with  the 
Government  of  Poland 

The  Economist  Conferanoas' 
RffigyftaWe  cyow  opportunity  to 
me®  Prealdunt  AWwndv 
Ktuasniatusld.  Print*  MiniBtBr  Jorqt 
Buznk  and  many  other  sswor 
poUciwts  to  deciss  the  kay  issues 
lor  your  buskuwr  The  planned 

S4J3bn  pnvansuUon  programme  ♦- 
Balancing  fiscal  proMy  w»#t  systemic 
ralorm  • Re^orod  mcsnhvestor 
nwari  kwestmard  ♦ The  raw  three- 

her  pension  system  ♦ 
tn  association  with: 

BanLVXustria  sun 

Creditanstalt  ■ 

Gerlinitoite  LeonarxC* 

Th*  Economist  Conferences 
Tat  (43.1)  712  41  61  32 
Fax:  (43.1)  712  41  65 


Find  out  whaf  oppomatUas  CROATIA 
can  offer  for  your  company  - attend 

The  Economist  Conferences' 
Second  Ronnittabla  with  the 
Government  of  Croatia 

\tau  wfl  hem  fte  oppoiUtiy  to  Sstsr  b 
pmaantaaons  tom  Prime  IMaterZMks 
■tea.  DnpiXy  Prim*  liter  Boristav 
Sfcagro  and  many  odtflraartcrpeSMwu. 
Vbu  «wJ  abo  be  able  to  mast  and  rwMorii 
Mh  other  buskwaspeopte  Inn  to 
estifeM  and  strengthen  opemtiensh 

Oceda.  The  Rocmdable  Isan  axcelent 
dwnco  to  ahnin  atnwwncss,  ccrtcoms 
nd  opMons  «4h  epBafwia  and  ymr 


In  association  wish: 

SSSSS  I— W“ 

BlonBcn  Davies 
T7te  Economist  Conferences 
Tab  (43.1)  71241  B1  15 
Fate  (43.1)  712  41  65 


Zagreb,  Croatia 


FEBRUARY  23 
Business  with  the  New  Italy 
City  forms  and  the  Italian  Chamber  of 
Commerce  tang  together  an  eaceptionaJ 
panel  including  The  Minister  for 
Foreign  Trade.  The  Italian  Treasury. 
Italian  mdustnalisls  and  bankers,  to 
«««■•  prospects  for  bosineM  with  die 
New  Italy  Sponsored  hy  Fresbfiekfs. 
Coafcontmocio.  Cassa  di  Rispanmo  di 
Perugia  and  II  Sole  24  Ore. 

Contact  Chyfonnn  Ltd 
TeL  01225466744 
Fsu  01225442903 

e-mail:  106703— 10®  compaservcixrtn 

LONDON 


:24-S 


Soflware  Business  Nefwmic 

SpofBgbl  os  UK  Sahara  tatetry 

Feaaaing  keynote  address: 

RL  Hon.  Stephen  Byers,  Secretary 
of  State  for  Trade  & Industry 
50+  showcase  presentations  from 
UK's  honest  software  companies. 
Sponsored  by: 

• PricewaterhouseCoopets 
-Taylor  Joynson  Garrett 

• Warburg  DSon  Read  • London 


MARCH  9 -10 
Gulf  99 -Energy, 
Infrastructure  & Finance 
Experts  speak  on:  * Energy  marten,  to 
2005  “ Infrastructure  privatisation  & 
dRekjpmems  * Pwtr  projects  is  Egypt. 
Iran  & Saadi  Arabia  * Infrastructure 
finance  in  Saudi  Arabia  ft  the  Golf. 
• Abu  Dhaitt  pnvausauaa  programme. 
Contact  details.  Mictaci  Lefsme  ac 
Tri:  +441714706407 
Fax: +44 171 4300337 
E-Mail:  Michael] 3 neetLemapLCOJik 

AbaDhabLUAE 


International  Hotel  Investment 
Forum.  A Focus  on  Europe 

A powerful  and  thoigW-pnwoking 
conference  on  todays  complex 
and  rapidly  changing  European 
hotel  marfeets  nil  provide  a timely 
forum  to  address  issues  important 
to  Ihe  European  and  International 
hotel  rivastment  community. 
Conference  Chairmen  - Sir  Ian 
Prosser,  Chef  Executive  of  Bass 
PLC 

Contact  Iras  Pearson, 
Advanstar  Communications 
Tel:  01244  378888 
Fax:  01244  370011 


APRIL  22  & 23 

FT  World  Pharmaceuticals 

The  pharmaceuticals  industry  now  faces 
unprecedented  challenges  to  we  rarer  lhr 
miTlmium.  Th«  FT  conference  n/ju  reflect 
an  ihe  industry's  successes  and  wvcsiigae 
the  new  challenges  being  set  by  its 
cusomen  and  sponsors,  considering  how 
it  will  need  lo  shape  itself  for  die  Ora 
decade  of  the  21a  CaMnry. 

Contact  Joanna  Edwards 
Tel:  0171  8733374 
Fas  0171  873  3067 
Email:  jouiixedwanltfft'CMn 
www.ftcoaferencesxom 

LONDON 


APTOL29 

Japanese  Financial  Markets 
Can  the  Japanese  economy  survive 
rmaneial  rrairuc raring?  This  one-day 
seminar  will  examine  the  current 
position  of  ihe  Japanese  economy, 
covering  issues  from  corporate 
governance,  state  finance*  and  Inborn 
market  policy  to  struct  oraJ  reform  and 
Ihe  real  outlook  lor  die  future. 

Cootact:  Joanna  Edward. 

FT  Conferences 
Tel:  1+44)  171  873  3374 
Fax:  (+44)  17l  8733067 
Email:  joanna^dwards®  FTrom 

LONDON 


Hotel  tatarOuttemibl,  London 


Hotel  Inter-Continental 
BerGo,  Germany 


APRIL  22 

Competing  Through  Skills 

7tt*  high-profile  conference  sponsored 
by  Forum  Europe  and  DfEE  win  aekle 
the  problem  of  widespread  skill 
shortages  in  financial  institutions  as 
leadership,  behavioural  and  IT  skills 
become  even  higher  on  the  agenda  for 
the  next  minmnnim. 

Tel:  (+44)  fOl  1892526757 
Fate  1+44)  (0)  1392  542988 

LONDON 


Financial  Times  Surveys 

Japanese 
Financial  Markets 

Tuesday  April  27 


For  further  information  please  contact: 

or  Patrick  Brennan  in  Tokyo 
Tel:  +81  3 3295  1711 
Fax:  +81  3 3295  1712 
email:  patrick.brennan@FT.com 

Larry  Kenney  in  London 
Tel:  +44  171  873  4835 
Fax:  +44  171  873  3204 
email:  larry.kenney@)FT.com 


FINANCIAL  TIMES 

No  FT,  no  comment. 


Financial  Times 
Conferences  & Courses 

International 

Conference 

Venue 

Directory 

Advertise  in  this  regular 
section  and  reach  over 
1 million  readers  including 
some  of  the  most  senior 
& influential  decision 
makers  worldwide. 


For  further  information,  please  contact: 
Jade  Sanderson 
Tel:  +44  171  873  3507 
Fax:  +44  171  873  3765 
email:  jade.sanderson@FT.com 


LANGUAGE  COURSES 


Residential 

A Iraro01,8!011 

['z&X  1*1 1 pIBSl  J The  short-cut  to  effective 
language  acquisition 

The  Euro  is  here  but  not  the  Euro-language^. 

Master  English,  French,  German,  Spanish,  Italian  or 
Russian  at  ona  of  our  centres  abroad  or  in  the  UK 
and  gain  an  edge  over  your  competitors  - 

V Intensive,  one-to-one 
h Tailor-made  curriculum 

► Qualified,  experienced  teachers 

► Private  accommodation 
k Meals  and  refreshments 

► Cultural  input  RICHARD  LEWIS 

► Airport  pick-up  etc.  COMJIIIICIIIOIS 

► other  languages  also  available 


For  more  Information,  please 
contact  our  head  office 
Riveradown  House,  Wamfbrd. 
Hampshire  6032  3LH,  U.K. 


tel +44  1962  771111 
fax +44  1962  771050 
EMAIL  info@erossctdture.com 

WEB  www.crossculture.cofn 


FAST.  EFFECTIVE.  AFFORDABLE 

Would  speaking  your 
Customers  language 
have  made  the 
difference  ? 


Did  your  last  meeting  overseas  go  as  well  as  you  had 
hoped?  No?  Why  not?  Did  you  lose  out  to  a competitor 
who  did  speak  the  language  of  the  customer  ? 
Don't  let  it  happen  again  - 

Call  BERLITZ  for  details  of  'Doing  Business  in' 
French/German/Spanish  HOW  on 


0161  - 
0131  - 


6 7198 


Helping  the  World  Communicate. 


To  advertise  contact  Jade  Sanderson  on  +44  171  873  3507  or  Fax  +44  171  873  3765 
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CURRENCIES  & MONEY 


Rates  in  focus 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 


DOLLAR  SPOT  FORWARD  AGAINST  THE  DOLLAR 
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Currency  markets  this  week 
are  likely  to  focus  on  pros- 
pects for  further  monetary 

muring  The  Rank  of  Rngtanri 

begins  a monthly  two-day 
meeting  on  Wednesday  to 
decide  on  interest  rates  and 
expectations  are  growing 
that  they  will  be  cut 

A poll  of  economists  by 
the  Reuters  news  agency 
suggests  the  Bank  will 
reduce  rates  again  from  6 
per  cent  Of  the  28  econo- 
mists questioned.  Z9  pre- 
dicted the  Bank  would  lower 
the  repo  rate  by  25  basis 
points  while  two  believed  it 
would  cut  by  50  points. 

Confidence  among  busi- 
ness and  consumers  appears 
to  have  rebounded  from 
autumn  lows,  but  retail  sales 
are  weak. 

The  manufacturing  sector, 
which  is  still  struggling  with 
a relatively  strong  pound, 
remains  under  immense 
pressure  from  more  competi- 
tively priced  producers  over- 
seas. 

“Survey  data  have  also 
been  mixed,  with  the  first 
signs  that  failing  base  rates 


are  at  least  starting  to  stabi- 
lise sentiment"  according  to 
HSBC.  “We  continue  to 
believe  that  a number  of 
monetary  policy  committee 
members  see  the  current 
stance  of  policy  as  too  tight-" 

Elsewhere,  the  European 
Central  Bank  meets  to  dis- 
cuss interest  rates  on  Thurs- 
day. with  no  change  expec- 
ted from  the  current  level  of 
3 per  cent 

The  US  Federal  Reserve  is 
due  to  announce  the  out- 
come of  its  meeting  on 
Thursday  evening.  It  is  also 
likely  to  leave  rates  steady. 

The  Brazilian  Real,  which 
plummeted  to  new  lows  last 
week  as  foreign  currency 
continued  to  pour  out  of  the 
economy,  is  likely  to  keep 
dealers  edgy. 

On  Friday,  the  Real  weak- 
ened sharply,  sinking  to 
RS2.10  versus  the  dollar.  The 
7 per  cent  slide  in  one  day 
brought  the  currency’s  total 
devaluation  to  42  per  cent 
since  the  central  bank  was 
forced  to  abandon  its  con- 
trolled exchange  rate  on  Jan- 
uary 13. 


Mr 

Ins 

Men 

Hnoy 


IK 

Bn 

scat 


USA 
PKfl 
testa 
Hong  King 


Jtpon 


SulMh 

Stogspora 

Sort  Aria 

SoutiKoraa 

Titan 

Trirtand 

tterbJai 

tanafiQK. 


0dl) 

196053 

*00469 

948  - 157 

190496 

m 

563548 

*41.1376 

240  - 652 

564850 

w 

10.7594 

*00256 

544  - 543 

10.7794 

w 

Nairn 

*00202 

9G4  -054 

60200 

m 

14889 

*06224 

839  - 939 

90099 

9H 

26293 

*00067 

278  - 307 

?«gl 

(DO 

461.469 

+0J120 

081  -857 

465084 

(BE) 

1.1383 

m$fp977 

387  - 399 

1.14X 

u 

280066 

+60100 

949-  2*2 

2807.18 

(LR) 

583546 

+01376 

240  - 852 

58-4850 

n 

3.1879 

*00076 

862  - 895 

11950 

890) 

123756 

*00253 

5*7 . 864 

12*333 

(E0 

290012 

*06840 

860  - 164 

290  865 

m 

2406n 

*05680 

563  • 616 

241220 

(SW) 

126222 

*00418 

101  -343 

120888 

(SR) 

Si 

23317 

*00062 

303  - 330 

20367 

n 

1.4468 

*00034 

4SB  - 473 

14554 

1.164633 

- 

- 

•tamp 

10421 

-00055 

416-426 

10572 

W 

33842 

*02039 

067  -016 

14549 

tea 

24818 

-00329 

802  - 834 

25032 

Otar  Peon 

160909 

-00755 

693  - 124 

160198 

0) 

10426 

-00050 

423  - 433 

10490 

B BtattMca 

W 

20149 

-OOI53 

130-167 

20391 

(« 

123297 

-00392 

£4  -339 

127773 

m 

896273 

-02125 

978-567 

760380 

(towo 

1470309-3743000 

6*7-970 

1517000 

CM) 

67468 

-00245 

364  - 566 

62501 

ffl 

191.025 

-04010 

901  - 149 

192000 

m 

62(27 

-00190 

177  • 231 

ewa 

«za 

36516 

-00325 

492  - 539 

10806 

Paacf 

612479 

-04397 

622-  IX 

615249 

(SR) 

6.1613 

-00190 

506-  640 

6.1644 

fss 

27801 

-00055 

784-  618 

22676 

n 

69(76 

*00027 

367  - 564 

100028 

mso 

133029 

Jinm 

BOB  -*252 

19020 

ra 

510871 

-0.1883 

299  - 443 

512792 

(BO 

6670)5 

-01848 

009  - 02) 

60J790 

tomiw 
% I <50 
iana 
asm 

14S4S 
Z8184 
481  <09 
1. 1352 
2790S0 
58.1450 
3.1764 
123206 
288972 
239.830 
1Z7S35 


190161 

20 

192288 

26 

193942 

21 

nu 

Atari- 

ISdn 

20 

570369 

20 

560561 

21 

1020 

BMifrni* 

m 

102152 

11 

100788 

20 

100412 

10 

1060 

Derate 

|DW 

65824 

20 

60246 

26 

63601 

21 

815 

FrixcT 

no 

9.4454 

20 

9.40*7 

26 

92(53 

23 

8363 

France" 

iTR) 

20165 

25 

20041 

20 

27566 

21 

1841 

termer 

(Ota 

466458 

-44 

469259 

-47 

<82418 

-40' 

XI 

Gram 

<on 

11342 

2 5 

1.1292 

26 

1.17 

23 

9(3 

PeBar 

|K> 

278636 

20 

277611 

26 

272903 

21 

250 

c*r 

(U 

560928 

20 

570369 

26 

S68S61 

21 

«0 

m 

11735 

20 

3.1596 

26 

1HJ6 

21 

TQ23 

Hteaa* 

n 

12X65 

-10 

12J921 

-L4 

124115 

•05 

913 

»*■*» 

8601 

286711 

20 

267439 

26 

anas 

23 

922 

taBgar 

23961 

20 

236554 

26 

234539 

23 

770 

Star 

<FM 

122551 

24 

T22041 

24 

1Z524 

20 

630 

SaeOn 

(5») 

20171 

41 

21 

44 

ares 

37 

X70 

SeCBtoo! 

. 

- 

. 

- 

1000 

UR 

in 

1.4401 

26 

1.4338 

26 

1.40B 

23 

Eon 

* 

sort 


12.1767 
25521* 
6349< 
5235E 
57781 
17222 
32.739 
1 4420 
170499 
355714 
13405 
73332 
176535 
141512 
7 SCSI 
14193 
1343 
1.1357 
071831 


*00653 
*01913 
+00354 
•UC2E 
*0012 
*09097 
♦ 12909 
-00078 
*9.1800 
+01913 
*00105 
•00382 
•09510 
*07890 
+00491 
taooao 
jiwwa 
-00061 


140  ■ 193 
IX  - 292 
464  - 504 
344  - 367 
748  - 773 
218  - KB 
500  - 880 
417  - 423 
<1  - 536 
IX  - 292 
401  - 409 
2S3  - 375 
496  - 574 
479  ■ 544 

001  - tot 

IB  197 
423  433 
354  - 359 


12.1279 
355546 
655C 
524W 
5 7814 
1 7238 
32910 
1<513 
120657 
355548 
19423 
7X25 
178  700 
146850 
78272 
1.4200 
1 6490 
11430 


178388 
352930 
65073 
57019 
57389 
17111 
ZB 1 730 
1.4406 
1694  0? 
351930 
T 9788 
7.4736 
ITS  480 
145470 
7J41I 
ion 

16420 

M34D 


120999 

! J 

tuna 

19 

<182)1 

30 

13:4 

33*721 

1 7 

S&  MM 

19 

3*sms 

20 

TOO 

65429 

t." 

6527.' 

1.1 

CON 

13 

1E13 

52233 

17 

5*113 

14 

5'.3M 

20 

810 

5» 

1? 

57443 

id 

5«S» 

20 

mw 

1 7196 

i r 

f 7142 

!(J5 

20 

nag 

-51 

78603 

-03 

25408 

-41 

<C9 

1444 

-1.7 

L4486 

-14 

i ir* 

-21 

170767 

1.7 

«a.-.i 

19 

re-TJ*.’ 

29 

756 

354/21 

i r 

»3X9 

1.9 

M SCI  7 

SO 

too 

19377 

i ? 

uws 

19 

!4C" 

SO 

162J 

' 7.550? 

-27 

7003 

_+  ■ 

2SW 

-09 

cs 

170*9 

17 

17907 

19 

l.*24S6 

20 

Bf 

1*6X9 

1.7 

MSSM 

1.9 

IU*L‘ 

20 

V 

7 79Gb 

15 

17733 

16 

7f7.'4 

*; 

033 

'.4ttl 

. 3S 

1 UU 

la 

:rci 

14 

W69 

16)18 

02 

16398 

07 

:*.)?.* 

03 

RB4 

11373 

-1  7 

1 14? 

-19 

M59C 

-21 

16410 

11917 

2.4784 


2513  05 


15420  1.6*55  09 


£0100  25279  10 


1452570 

67345 

190.160 

62409 

30490 

629732 

61570 

£7647 

99150 

19Z734 

530181 

605850 


1551806  -35.1 


191701  £1 


30786  Z1 
64.1353  -64 
61636  -OB 
£7753  40 

1O02B3  -9.S 


25102 

07 

yam 

90 

77* 

170387 

-280 

203773 

-25.1 

• 

104*7 

00 

10421 

01 

1050 

26641 

09 

25168 

05 

792 

127943 

-00 

139527 

-22 

710596 

-50 

749433 

-70 

16GB30 

-429 

2052578 

-161 

186911 

50 

182251 

40 

131.7 

1072 

10 

39679 

00 

917 

-64 

668105 

-62 

6.  ras 

-19 

62663 

-1A 

27613 

15 

27155 

25 

162026 

-10.4 

109324 

-99 

515023 

-17 

629496 

-11 

«=a 

(RS 

m 


19996 

20600 

15107 

10.1600 


-00003  996  - 996 
*01300  SOD  - 700 
-00134  102  - 112 
-00150  500  - 7® 


09996  09998 


a bum*  nma  h m tmt  sp*  am  mm  m ne  i 
■ B8I  neater  The triage nee priM tan Hri aa t 


-10 

610628  -35  El 5888  -35  629729  -14 

oi  at  OH  rf  MM  tat  natal  «■  - a*  Ms 


Mag  Kong 


0B  L5917  -00045  911 

(HQ  77480  -00003  485 

ftH  429050  - 000 

>.ii nil  Rnrti  895680-2000000  000 

Hta  fStfct  4.1068  -00024  018 

Jnn  m 116280  *00X0  240 

IWgiHt  WS  30000  - 000 

mm  jom  lies  i0ss 

Prison  |P«K»  385000 

Sid  Un  SB}  37505 

Sngepora  SS  10323 

saanttaa  A 60S3 

SacB  tea  (Map  117500 

ten  ITS  325150 

Triton!  IBS  369500 

;S»m9eStrJM»  {Cteteoetabi — , — , — 
Bfrftr  (Iri  a Be  Otar  as  trie  jot  Mi  to  H awe 
tsc=tm  fid.  ate.  ten) ots ■ bta — 

tasnisM^MFi  -Wisur  namtair  ta 


-00141  567 
-01500  500 
-40002  500 
*40018  918 
*00200  SB 
-44000  400 
-40150  900 
- 000 


-924 
490 
- 108 
-000 
- 117 
-320 
. ooo 
-584 

- 500 

- SIB 

- 928 

-BOO 

609 

-400 

-000 


1* 


- — «.  OM  5 Eta  me  ten  x IS  .ita  J*  •V  -tan  J*  .*  fin  nog* 

rinmaitJitatw  rx  wucim 45 ri" air* xei  jmsiwi  mu 

DOOM  « Bk  n taMote  a ta  nccr  ri  MficMnnUTM 


WORLD  INTEREST  RATES 


MONEY  RATES 

JH2B  teer 

night 

One 

north 

li 

Sx 

ofla 

One 

tear 

Lata. 

ha. 

DB. 

ota 

tap® 

rate 

Em-znna 

3h 

3£ 

31 

a 

28 

_ 

300 

300 

mekago 

Statnrtari 

H 

H 

1V4 

n 

13 

— 

190 

- 

weekagn 

« 

3 

1H 

l£ 

m 

- 

190 

- 

us 

4% 

4% 

40 

4% 

5 

m 

490 

— 

weelago 

4§ 

Ah 

43 

48 

4fl 

- 

490 

- 

Japan 

£ 

i 

r 

i 

£ 

- 

0.50 

- 

woekago 

£ 

VI 

14 

£ 

16 

- 

aso 

- 

■ t LIBOR  B8A  London 
Interim*  FUag 

4fi 

4fl 

4fi 

54 

_ 

_ 

_ 

wetago 

- 

48 

4j 

<2 

5 

- 

- 

- 

US  Dollar  CDs 

4.73 

4.73 

4J3 

475 

- 

_ 

- 

weekaga 

- 

4 77 

4.77 

4.71 

4.70 

- 

- 

- 

Eon  Utactd  Ds 

- 

n 

31 

36 

3A 

m 

_ 

- 

mekaoi 

- 

31 

3£ 

3£ 

3£ 

- 

- 

- 

SOT  Linked  Ds 

— 

3£ 

3M 

31 

34 

- 

— 

— 

weelago 

- 

3fl 

3V4 

3A 

34 

- 

- 

- 

BBA  Euro  Utior 

- 

3 Hi 

34 

3 

22 

- 

- 

- 

anekago 

Euro  Eeribor 

- 

3.119 

3974 

3911 

2981 

- 

- 

- 

wofcago 

B0MA 

3.12 

- 

- 

- 

- 

- 

- 

- 

weetana 

BtROfSA 

3-1278 

- 

- 

- 

- 

- 

- 

- 

CROSS  RATES  AND  DERIVATIVES 


INTERNATIONAL  CURRENCY  RATES 


EXCHANGE  CROSS  RATS 


I 29 


Start 


708)8 


One 


Tins 


Sbc 


(too 


Hr 


m 


m 


SXr 


m 


torn 

noiica 

north 

nontta 

nortfea 

yaa 

Etn 

31-34 

3K-34 

34-34 

3%  - 3 

34-23 

34-2J 

Darfefc  tain 

38-38 

32-38 

w-a 

S -3K 

33-  3ft 

Stafcig 

8-6 

6J-5S 

N-5S 

5%-5S 

5J-S 

51-51 

Stan  Fob 

14-1 

11 -ft 

f£-14 

IK-116 

)#-  14 

15-1% 

Csadn  Doifer 

»-5% 

S£-« 

54-45 

48-48 

« « 

5 -4S 

US  Dane 

48-43 

41-« 

45  - 4ft 

5 -4ft 

54-45 

Japaaexta 

|-H 

%-£ 

2-1 

5-4 

*-£ 

S-4 

MMSShg 
Sort  mt  mem 

2-1- 

Bi  la  »•  IB  OdBr  Md  Nn. 

1H  - 1 

ift-  1ft 
mpt  tafca 

ZU  - 1ft 

2ft  - 2ft 

■ THREE  MONIH  EURODOLLAR  (MQ  Sin  potti  if  100% 


An 

* dm  Itont  I*,  n Br 


Opai 

snake 

Change 

ffigii 

Lae 

Eit  HI 

Open  ML 

9596 

0594 

_nm 

9606 

9593 

44940 

463741 

05.13 

9599 

-094 

9614 

9596 

64074 

42&200 

05.15 

95.11 

-095 

9616 

9597 

109908 

367039 

nr  nu.  Rnons  (UM  sin  pa  100% 

05.74 

0577 

_ 

9576 

9570 

63 

1085 

9593 

9599 

- 

9684 

9683 

5 

110 

Oaaritaon.  Fate  Font,  I 


i hn  p*  to:  Btem  ta  to.  Bade.  U*  f 


i perm  *OOl 


■ MHU  FOB  (Mg  DU  125000  per  DM 


Untoa  tart  IMna  m 6*015  k Be  BBA  teta  ran.  tad  to  Hn 
Ml  ro  n rim  to  (to  dmflc  Unqr  tax  IB>  CDe.  tea  fi  SB  Utetf  Meta  IX 


lOTHffl  CURRENCIES 


POUND  Dl  NEW  YORK 


Jan  20 

—Close  — 

-he*,  dose 

fa« 

10485 

10505 

latt 

10453 

10492 

3ntt 

10438 

10474 

ia 

10410 

10446 

FT  GUBE  to  mm  CUHUJUfei 

The  FT  Grids  to  World  CUrandas  I ata 
can  be  tan)  on  the  Itakert  pane  hi 
lodaf  e attar. 


JUS  £ S 

Cadi  Ito 632434  - 333382824200  - 32.4580 
Hngajr  380058  - 380006219040  - 216440 
kn  492690-482690300000  -300000 
ted  64970  - 64974  03026  - 05027 
tall  55165  • 65248  35SS6  - 35620 
Mail  60305  -6002  33720-39775 
Me  370700  - 361574  261200  - 235200 
UAE  60317  - 60X8  30727  - 30730 


All  Futures,  Options  & Stock  Options 

***** 

Trade  Shares  on  Margin 
Long  & Short  - <L25%  commission 


FtmiWB  A Ornate 


Contact  Jxmes  Alton 
Tet  0171  337  3999 

FjihH1  fulnpcPgni  or  nk 


Gonna:  PfcDqi  Adler 
Td:  0171  3373516 

Email:  dd>9sa40.id 


Wraait:  mn*gjtLaji* 
Muubcr  of  rfae  Laadoa  Slpd  Fatopt 


ED&F  MAN  DIRECT 

CPfi  F MmIVui.*  nJ«MrtCD4i  FU. 


^+44  (0)171  285  3888 


OFFSHORE  COMPANIES  ♦ BY  LAWYERS  ♦ 


Leading  International  lax  planning  firm,  offers  full  service, 
tend—!  R-  A.  Smfth  S.Sc.  (Hone)  Tet  + 44171  *52  2274 
DrMn  Peter  Murphy  aCOmm.  Tet  + 3531  862  1388 


aodft  flrat/atWBd-aiiaainB/cnrnmltalcp-rreeAnjlant  amcnttem 


free  market  brio/fraa  tUMi  rta  or  call +44 1882  SUUQ/Mta 


Ft  aia^mi094  R01B13M  1095 

emdfc  MtaaOgMcNuhmjMl 
■lull as  aair  Uuradmtr—  Internet  IW«m  duta  & Charts 

* Nearty  Tm  Gfobat  Uuiea  - firnn  4 Faamt 1 Option* 

* 20  Motor  Trrhnuxd  Studio 

» fiiMW  fusiesl-to-ast  charts  or  rhr  inrfc  at  du-  km-at  prirr 


l-il-L  intrl-.  - 

5<l|)  per  (J:i\ ! 


FOREXIA  FAX  $ £ € ¥ 

MumnEOMinicn  with  n vu«3  onneKE  or  fonsQN  excmmme  rancABTMO 
DAILY  FOREIGN  EXCHANGE  FORECASTS  AND  RECOMMENDATIONS 
Tel:  -*44  181  848  8316  FAX:  *44  181  848  8469  www.1oroxta.com 


Ft*  if  nil  at 

FOREXIA  FAX  - by  using  handsel  on  you  fox  maehtna  dial  +44  1B1  332  7426 


Commercial  Data  International.  Inc. 


EconoiTvc  Profiles  with  free  On-line  News  Updctoc  Doriy 
191  counfhes.  $39.95  U3  cccn.  Segionc!.  '.Vend  Sets  D.-scoun! 


hftp:  /www  ccrndstint.cor 


:hcne:  (713)  3S5-65C0 


From  D;i(a  Broadtiislin”  ( urpnruti 


REAL-TIME  DATA  ON  YOUtt  PC 

aqririn  * tans + epiiora  ♦ drindn  ♦ bomb + Bomxrikfes 
AIL  ADffiBCANS  + FOREX  + EUROTEANS  + NEWS  + CHARTS 


IN  YOUR  COUNTRY  NOW 
70  Countnci  across  Europe,  the 
P^iddte  East  and  Africa  - from  Iceland 
to  Moscow,  from  Finland  to  Yemen 


DBC 


www.dbceuro.com 


Td  +44  171 793  3100 


Forex,  Futures  & Options 


Um  CAL  United 


24  Baer  Sorke- titered  Daring 
Free  Bad-Tbn  Pika  - CwpetitiTr  Conai 


umioncaLco.uk 

iwiiiflrjl  .sun 


Cri 

AtariMOew 

Mm 

0171 

522 

3333 


FUTURES 
OPTIONS 
& FORES 

PRIVATE  HUNTS 
WELCOME 

KERBEI^FUTL^IJMITEn 

58  DOVER  STREET,  LONDON  W1X  3RB  fl 
TEL:  0171629  1133  FAX:  0171  495  00*2  Bfl 
httpJ7www0ILaa.ak 

>-  Futures  & Options 
- Online  Trading 
► Margined  FOREX 


*5-*22 


retro  ft  Option,  romritea 


LOD-IVALOOCK  & COMPANY 

-I :)  t'M-.iwII  M.  « li;ii:!.in  El  li 


fcr  pomte  cOaxts. 

0800-262472 

Laute  0171-2(7-1701 
Grrmanyc  0138818100 
SvitxeriHxtaOSOQ  G6  83X 
wvwJkxteMoeLooa 


mini 

REUTERS 

v/v/Nv.fuTurr  '.paqet.co.uk 


SHARES  -TAX  FREE' 

index  wwwJgiBdfuLcejik 

0171  663  0896 


OFFSHORE  COMPANIES 


EatatM  b aaORHe  arite* 

Fsr1«|NBa  FREE  eetae  bedx 


uamat  nouROTCooxta 

l.irniHW.  EVBWEXMU 

■WOtol  DRBCKeOUWAM 

MMaNDNtfe  ajurronacKBLiui 


Me  el  Mm  tad  London  BOeam  t 


www.ocra.com 


FOREX  - FUTURES  - OPTIONS 

SUCDEN  iUKi  LIMITED 

3 LQM00K  BRIDGE  STREET  LONDON  SE1  9SG 
'’LL  MAJOR  MARKETS  - 7A  HOURS  FX 

0171  940  9600 


Argus  Global  Markets 


Petroleum  Argus 

Free  iris!  ;-4-;  -71  ■ 359  3792  hr:p  . V.  .v .v.cetrc  our r. .siot.s  corr, 


M \Kl.INI  I-  | . I>cl  l(.\  I \<  ||  \\c  ,1 

J-4(»--Ml(»,7ill)ll  | 2 


Opa 

Sai  an 

Change 

mb 

loa 

Bteoi 

Opai  Kd. 

Ita  00848 

00824 

-00028 

00857 

00813 

l» 

81001 

Jai  05853 

00854 

-ones 

00855 

00348 

38  ■ 

1.5B6 

Sep  npw? 

00885 

_nnrax 

00892 

00880 

15 

153 

■ SMSS  HIMC  HnDRB  PM  SR  125900  pa  SP 

Ita  07114 

0.71 03 

-09019 

07128 

07069 

23,464 

56057 

Jon  07160 

07166 

-6001 B 

07160 

07140 

53 

465 

Sep 

67226 

-09019 

- 

67705 

20 

340 

■ JAPANESE  YBf  HTTOTES  (fttoQ  Ten  120a  per  Vea  100 

Opea 

s*afca 

H» 

LOW 

Ertxrt 

Open  tot 

Ita  00639 

00637 

-60002 

naan 

00679 

250B3 

69.414 

Jm  08771 

00737 

-60002 

00777 

68705 

1.186 

40(6 

Sep 

flJCT 

-ping 

- 

- 

50 

1.436 

■ STStUNG  RSIOB  PM  £62000  pa  E 

Msr  10474 

10450 

-60032 

10490 

19400 

7060 

53982 

Jin  10416 

10430 

-60024 

10420 

10400 

2 

1.323 

Sqi 

10422 

-60022 

10410 

230 

UK  INTEREST  RATES  1 

LONDON  MONEY  RATES 

Jan  29 

Over- 

7dap 

One 

Three 

SB 

One 

nigu 

note 

MflflO) 

marts 

IrtMRV 

l*» 

kfelBftSBfeg 

8-5K 

6%-5ft 

53-52 

ffi-5K 

5ft  - 5ft 

5ft  -5ft 

Staring  CDi 

- 

- 

6K  -6 

53-5K 

55-51 

Trasay 

- 

- 

53-5S 

^-53 

BataOM 

- 

55-52 

5*J -SS 

- 

- 

Local  IB0I}  0q& 

5K-5% 

6 - 5ft 

Si  - 5K 

ss-ss 

5E  -ss 

5S-5J 

(Sstornl  Itatot  daps 

6 - 5ft 

51-5)4 

- 

PC  deatag  to*  bou  btang  (as  8 pa  art  fan  Jb  7. 1999 

Up  to  1 

1-3 

30 

6-9 

9-12 

tlMMAii 

(north 

marts 

iDOrthi 

oorttB 

Certs  of  Tax  dep.  (ETOO0OQ 

4 

60 

6.5 

675 

60S 

■ H8UU)Elft8kSE£J$onKMSE3t.2S0  Mttper  pandl 


Ota  at  Id  ag.  arie  rOQjOOB  a 4pc.  Dqtato  eBtaH  Hr  oto  fre 
ta.  ante  mb  of  ttone  on  fr>  Z2. 525%  BSD  feta  on  sag  teat  Ftawx.  ttde  ee  e«  An  26 
in.  ta«d  Irit  tor  peM  ta  N,  1 9»  b ae  2LI9H.  Srin  a 7.19PL  Worn  nte  to  PBU  Jte  l. 
1M  B 4te  a m Stete  V a * 55XK.  Rtata  Hn  BnRta  SSpe  ler  U USB 


BANK  OF  ENGLAND  TREASURY  BILL  TENDER 

•ton  29  Jan  22  Jr  29  Jan  22 


■«»  ElOQm  noon  Tap  accepted  rats  55346%  52543% 

TM  ri  BUfttawa  £485(8  £B25n  Am.  rate  ri  riaxasd  55188%  52527% 

T«d  aflocated  ClOftn  £100®  Amaga  yMd  55903%  55223% 

Ml  accepted  rid  £96670  £96690  Offer  at  nd  tinier  £10ta  £100m 

Mriaent  at  otav  lata  70%  97%  Ml  accapL  bU  3B  days 


BASE  LENDING  RATES 


Adam  4 Company  600 
AMed  Irish  Bank  (GB)  600 
riHany  Ansbadier  600 
Banco  Bttao  Vfacaya  600 
Baric  of  Cypna  600 
Baricofkritad  600 
Bruricri  hdia  600 
Baric  of  Scottmd  600 
BterisyaBanlc  600 
BriBkef  MdEtal  600 
«8n«nSNplay&CoLri  600 
CBtankNA  6.00 

Oyriaaferii  Bonk  600 
TT»  OMjMtatoe  BariftOO 
CocIb&Co  800 

CytaKPaputaBte*  60S 
Duncan  Latrie  600 


Beater  TruriLtoried  700 
Ftoancial  & Gan  Baric  800 
•Robert  Ftaring  8 Ce60O 
Hri*.  Baric  AG  Zkjrich  800 
HeriteUa6GaRtwac00O 
C Haste  & Co  600 
•SO  Harixae  Bank  &Tiust 
600 

Honstoono  & Stanphri  600 
tovestec  Bank  (UK)  LUS0O 
Ariai  Hodge  Baric  600 
rxoopori  Joserii  fiSocs  S.IX) 
Ltoyria  Baric  600 

MUlandBe*  6 do 
WatWarinriata  600 
•RoaBnOws  600 
RoyriBkcf  8cadand  600 
Scoteafi  WUtas  Be*  &7E 


•Singsf&FHactendw&OO 
SHrihiVAfameon  600 
Son  Bank  600 

TSB  600 

United  Baric  of  KLmbIL  600 
Unly  Treat  Bank  Pic  600 
mritatayLridtoMr  600 
YortcateBtak  600 


• Mentwie  of  London 
teveatmantBarMng 


SM 

MSB 

■ ■ 

Fen 

MV  *r 

Feb 

Ita 

Apr 

1040 

1.17 

178  238 

0.72 

145 

?10 

1090 

670 

137  103 

118 

190 

253 

1060 

041 

097  1.51 

102 

?ai 

lit 

hero  d*i  ML  CM  0 tote  o 

■ PHBAD6L7WA  SE  O-HAIBUS  OPIKMS  (ME20DD  p per  DM 

SHa 

Price 

Feb 

Mar  Apr 

Feb 

feta 

Art 

6090 

613 

036  063 

094 

109 

130 

O0B5 

606 

624  646 

150 

- 

n<mn 

095 

016  (US 

- 

196 

haTO  da's  rife.  CM -we- 

ten  oafs  caen  M.  CJB  4BJ  hte  AOS) 

BENCHMARK  GOVERNMENT  BONDS 

fed 

Bto 

BKS 

Day  tag 

Mcfv 

ttxrti 

tor 

jms 

Oris 

Cqopcb  Mm  Yak! 

veto 

teto  chorto 

01/01 

8750  1075071 

4 8S 

-006 

-a  19 

-002 

-8G7 

os/a 

8.750  1279820 

592 

-4)01 

-005 

-am 

-192 

Aatato 

07(00 

5875  10(0800 

295 

-003 

-00) 

-0  31 

-1.18 

01/a 

5900  laaaoo 

381 

-001 

♦Off? 

-022 

-u; 

01  mo 

4000  1610100 

292 

-OB? 

+1101 

-023 

-1  IS 

im 

0368 

5.750  11*3700 

185 

-001 

-00! 

-028 

.133 

Caaade 

12/90 

5000  10Q 4500 

473 

-091 

-60S 

•001 

-008 

DUD 

B900  iranm 

40 

-001 

-004 

-am 

-046 

teat 

11/00 

9.  BOB  1094600 

141 

*002 

-042 

-aw 

11/07 

7.0a  1210900 

399 

- 

•aoi 

-023 

-1.44 

Mned 

D&flO 

4900  101.4160 

293 

+002 

♦oo 

•022 

-0.73 

04.08 

69tt  1164160 

385 

-091 

*004 

-016 

-128 

Ram 

07/00 

4 000  101 4000 

291 

+002 

^)D6 

-05 

-IBS 

IWB 

7.750  12586a 

338 

- 

- 

-0  19 

-139 

1(W» 

8501  1386800 

3C9 

- 

.001 

-aw 

-1  JO 

04 as 

5500  114  66a 

459 

- 

*002 

-0.16 

-108 

Gernsny 

064® 

49a  111145a 

289 

- 

-001 

-026 

-094 

IMIS 

6500  1170ia 

147 

- 

*ao» 

-034 

-156 

074B 

4750  1085200 

308 

-001 

♦am 

-021 

-1X2 

01/3 

5625  1182600 

40 

- 

+002 

-031 

-108 

teao. 

os/a 

03a 

90W  567948 

8000  117. 1468 

995 

612 

-aw 

-092 

-air 

-020 

-03 

-078 

-567 

-502 

feetoad 

UWH 

6500  10808a 

393 

-003 

*001 

-az* 

-170 

aea 

600  11608a 

395 

-001 

*002 

-017 

-152 

taft 

04411 

45a  1(02000 

297 

+4L01 

♦001 

-03i) 

-185 

07/03 

400  10507a 

32B 

+4L0T 

♦am 

-018 

-174 

05a 

500  TOO  B900 

305 

- 

-001 

-013 

-157 

11/27 

600  1X940 

4.78 

- 

-001 

-an 

-1.15 

■top* 

12a 

690  1116120 

6ES 

+004 

*099 

-017 

-a  19 

12a 

41U  112050 

1.41 

*098 

♦017 

-4X11 

-006 

0&08 

10O  960610 

197 

•an 

*023 

-a  aa 

+0.10 

03/18 

2.70  98030 

2.77 

+0.10 

*017 

- 

+ao 

******* 

05a 

ora 

900  107510 
520  111880 

291 

3i5 

-601 

-091 

*002 

♦001 

-030 

-020 

-195 

-129 

tertoM 

02/01 

8000  1057146 

490 

-00) 

-am 

-037 

-298 

arts 

700  1120524 

SC 

-002 

-003 

-004 

-US 

Nanm 

OS/01 

700  1047700 

I9i-1 

-091 

-am 

♦044 

01AT7 

6.750  113730 

El 

-031 

-an 

-071 

***** 

(MB 

5375  102000 

295 

-4UC 

-ai? 

-017 

-1.40 

oea 

5375  1110300 

307 

-aoi 

- 

-020 

-1.48 

taM 

04a 

6750  104.400 

292 

-001 

*091 

-a  ia 

-1.44 

01a 

00O  1182400 

303 

- 

♦aoi 

-a  16 

-1.41 

Sritaaa 

aa 

10250  1083971 

225 

*001 

♦091 

-028 

-IX 

05a 

600  1183430 

398 

- 

♦aw 

-aio 

-1  68 

TetiaiBad 

aa 

450  104050 

144 

_ 

•at* 

-004 

-ai? 

oua 

*220  1160000 

225 

-003 

- 

-an 

-070 

OK 

ivoi 

790  10029® 

456 

-604 

+UD7 

-ois" 

-293 

12/03 

050  110060 

418 

-nr* 

*001 

-aio 

-30 

10W 

8000  T 383400 

4.18 

-4195 

♦am 

-020 

-192 

1328 

600  131240 

41G 

-003 

-004 

-an 

-1.94 

08 

ma 

400  937188 

408 

♦am 

*095 

♦a  07 

-073 

08/03 

5250  1025938 

401 

-091 

-091 

-am 

-094 

0MB 

5025  106500 

475 

-091 

♦092 

*002 

-002 

oaa 

550  1 04.76)3 

518 

-DiC 

- 

- 

-071 

Sana.  Mote  DririT  ttnafeai 
i ia  ne bk4o» taitep  tBiiUp* 


UK  GILTS  PRICES 


Vk%  Ana 

Mte£  *4-  Da 


W1c%  kwt 

Meat  *b  Bo 


ita 

ri 


NOBS 


tfk«  AM 
Bka£  **-  Bo 


Ita 

ri 


08 


TmHta  Reties 

1 Spell 


IttOJrlSJalS  11.1  1347 


Etdll 

Haas  10>jpe  19S 

Hae  tee  1998. 

Cmi(RflC1999 — -. 


^ Cow  9*0*3505 

1DO047B  smtaTfcZrw.  Vrj  au  B«B10»j|ie2a05 — i 

10Q94B  -.1  tUSl&fiSItfK  172  1264  Tnaa  !2>»cZD(B-5_ 

1014778  -.1  109IM9Url9iaif  1291  TtaS  lljecTDOS 

1004030  -.1  BJBOHnOMO  18  3KB  teV*pc3M6 » 

1019835  -2  1.7BBIBZMZ21511  1242  Dan 7 10X2006 

Trias  tec  2D02-€__ 
Ttaae/tipcsn. 


ftai  11  Vpc 2903-7 126.0638 

IteHseeaiV 1296161 

Tmh  7Vpc  2607 usjas 

8811 — *iaUJBM  -4  MOtoSJaa  25.1  - Amai3izpe20M_«  rcc® 

Cos 9pe 2900 104.12S  -2  6356  Se3IH  246  1244  Ttetee200B . (362K& 

-5  3,171  JBUJPH  11.1  12S  ite tee 2009 1C6DM 

_ 114304 

Ttalltec20m_ mini  -2  4.«6«SFC6  178  1290  Ttometeaoni 118631 

taw  oteitti i 1106391  -2  3 JB12JH2  41  . CwOpeUBII 145T9B1 

teMpcani i 1116431  - 2 SFaHUaM  36  - TlBtetec20I2___  147. 


111.1610 

ssi  1 •?  «-«*». 


Tries  7pB  2901. 

' te19S-2 i 

C0arl0pc20QZ. i 

Trite  7pe  2®!. 


Cm  9)3x2902 & 

Trite  Mac  2002 

Eot<  9K2DQ2- i 

Cm  aiepcam t 


l Tim  71riC  2012-15  _13J33SJri 


10B22K  -612.750  M|filW  28 Kl  3031  TMabiMC 20M-12 
1000010  _ HEJS22JaZ2  151  “■»*»»»-«_ 

1182627  -2  21  Ocll  Poll  5.10 

1076348  -2  91000  Da7Ja7  XII 

1154318  -2  2Dal4te14  112  - - _ „ 

n766<8  -2  ssn  wmn  mi  1349 

115.4126  -2  BMHNrUIOII  - P™frc201S_ 

119678B  -2  U mi  Up  2910  - Ttaa»8t#c2C17 


127601  -.1  4642  OcIBApIS  810  1247 
1352901  -.1  23  lk20S(20  149  - 

1352812  -2  220OMr21  *21 12.M  12SS 
1251347  -.110373  Je7De7  MU  <946 
-2  6KrUNd5  9.11 
-1  4000  mses  19  2300 
-2  2050  teSOcS  249  1334 
-.111,7a  4X7087  Mil  1148 
-2  3,150  Jf22Ja22  TB.I  1283 
-2  7397*16*16  111  1339 
-311000  *7Do7  XII  2 SM 

-I  BSSaxiaa  219  - 

-2  6621Ap130cl3  210  1943 
-3  3AHItSSa2S  169  13X 
-3  2300  Js7De7  Mil  - 
-.1  4,750  UfiSHtB  1611  *82 
-I  5273  *12*12  4 1 U45 

-il  5390  FriAri  2S1  1701  W Fjflcrea  ei  ponrtlMus  Uw  HR  baao  (or  Mock*,  (to  8 


M 

_* 

2‘jjxdi..  -iraai 

2‘taTO 4788} 

4**  ■«  _.  JIS561 

2pe-06 JGS3 

Z«2Pe1B (7681 

21«H IN  a 

2lae13 J892J 


195.7*44 
20U814 
2070853 
1341545 
Z352C2 
2162589 
2293630 
192 9306 


7*21)0  IB (B1A  2111255* 

BfeKTO 010)  7121636 

2fepfM 87  7)  1840300 

**d*  ■30— -413511  1823395 


-1  2 rise:  Nr3’  1711  - 

-1  2I50M»S*24  159  1316 

02  27aMr3IIU0n.il  1S17 
06  1.300  fell  0c2l  1010  1255 
04  2500  *19*19  11.1  1314 

03  2625  11)20 NiM  n il  1318 

04  Ita  W3AC3  173  1319 
04  3.756  Ft16Aul6  106  13M 
Ot  4,126  JaMJiSE  XI  1321 
08  36(Wtel60c1G  71 0 (3K 
16  4JDQ  Jal7*(7  11.1  139 
10  1650  JilCJfS  111  1134 


-2  l0mik1OSiIO  19  1330  STiJS*  b°^.0*M*ca  1"  "tael 

-1  OIU  1927  ^7  179  32M  10  12?  10  Mjnory  ,967'  Owi*w3«n  factor 

^800  VS™  iti  ^ iSVL  RPUor  Mar  1998:  1615  and  lor  Daeamba- 1998:  164.4. 


’U5717  "-1  36M  JeiODelO  1.12  20M  Brt  te2Bl3-l7_*  1B15481 
'23X73  -2  1503  mSri  10  12»  TimtecX»_ 

161  - Tnteteea028_ 


10K  2003 1 

Trm134*c  2000-8  £ 11248306  -3  9 60*25 


-.111787  Jt7Da7  3011  466 
-.1  7650  Fa3Aa75  176  106 
-.1  57  *12  Dal  2 112  - 

1512113 1036  Jb70s7  XII  - 

131.107  03  5JB0  Dt7.M7  XII 


Other  Rxed  tnterBSt 


WkK  AM 

RheC  */-  Bs 


ita 

ri 


Trite  BbtcZoa 

Trite11>2pea)n-4^ 

Iris  IteaiOH * 

Fi*g3>itc  1999-4. 

Cm  g^eBOM^^.. 


1100815  -1  5,446  JP70a7  nil  - 

1122654  -2  ixasaning  ms  12®  "“X1- 

1263605  -2  23*181*18  Oil  - 

96006  -6  543  *14*14  HI  1274  Trite  ape  TBS  A« 

U62MB  -.1  3412 AoS 065  19.10  1MB  CteteB2**c 


Mipe2004 1132173  -.1  BaOMfS1BZ8rT.il  3541  Trite 2>jK 

•.^"^"y^^tatatBiiiniteMaaBBianBlnila  ftetea 

MQrtaria  juattataa**. 


- AataDteio>4pc:oa- 

" Biooi  nitfEans 

umiaizfczoa... 
s?jxma  — 359  Asi  fai  zoi  ibb  iMewniitetori  -L 

796277  — 1,909  JMDtl  17.11  1352  UZ^ClDAfl 

91X77  — 115  AelOd  228  1243  HririWto  11»ax3»7 
61-5000  -.4  56  te50c5  246  1324  ■CLBk.teC'B' 

0500  -4  2n*MM(fc8.l2  izn  MhmMfJgelSi. 
5606(3  -2  475  Apl  Del  722  1315 


140B  — 
15W  _ 
1»  _ 
a 

58  

1*5 


100  IK*  5424  3-97  - 

«SrijlS»»15  12W  1837 
40  AplOd  1*3  3148 
SlteJlOCA  7.12  - 

XUBjcScOb  211  - 

BAP3QCS  »9  675 
B tel  tel  38  3X1 
60  600*30  2912  - 

50te23F63  36  - 


■H^j 

^ ILL  fl 

sum 

1950 

- 

15100 

15090 

f SlW 

-01 

15109 

03 

SSCHS 

01 

761 

- 

10180 

10140 

10405 

-38.9 

103975 

-39 

1276 

-251 

ton 

15983 

15845 

iau 

03 

15908 

.02 

1502 

«1 

IU 

77490 

77440 

7.7568 

-12 

7 2805 

-16 

79(9 

-36 

425120 

424SO 

4268 

-49 

412 

-65 

*56W» 

-'J 

- 

920000 

882000 

9205 

-30 

5650 

-402 

1190 

-MO 

4 f 124 

41015 

♦ 

116520 

115730 

115675 

42 

;it£S 

47 

lit 

IS 

1330 

39000 

3800 

• 

19709 

16519 

10557 

U 

15539 

09 

1 .4344 

02 

38.670 

36330 

3a 7895 

-90 

JOSHS 

-91 

41  718 

44 

37515 

3.7495 

37552 

-15 

376.TS 

-1.3 

*8175 

.1.1 

19930 

10910 

16879 

31 

1608 

2 7 

1613 

60800 

60199 

etna 

-108 

sroi 

-!C9 

66779 

-10  J 

11900 

117170 

- 

323500 

32280 

32305 

-30 

-20 

77^ 

-15 

37.1200 

357900 

37055 

-14 

3773 

-34 

335 

-38 

-T.7-. 

i.- a»-  .<6 


'I  ■'..■'iWt 


.-  ■ h 


Brtgkra* 

(&) 

100 

1144 

1125 

4348 

1952 

4800 

5.463 

2131 

497.0 

4125 

2197 

3996 

1714 

4253 

2315 

327  4 

2479 

(B&j 

5404 

10 

1819 

2330 

1.059 

2603 

2963 

1130 

2899 

223.7 

1192 

2167 

0929 

2307 

1.527 

177  5 

1344 

01} 

6150 

11.34 

10 

2982 

1301 

2952 

3360 

iao4 

HKK 

2S3.7 

13-51 

2457 

1.054 

2616 

1.731 

201.3 

1525 

(DU) 

2063 

3903 

3354 

1 

1403 

9910 

1.127 

• 4374 

1025 

8107 

4.532 

0924 

1353 

1877 

1581 

61  52 

1511 

Wand* 

5122 

1444 

aw 

2483 

1 

20 

2735 

1096 

2549 

2113 

1135 

2047 

1878 

2173 

1.442 

167.7 

toy 

OJ 

2083 

0384 

n tw 

1101 

0 041 

100 

0.114 

0.442 

1135 

B5S3 

0458 

0983 

0036 

DBS 

0059 

6620 

1052 

tee at  1 ml 

n 

1531 

3375 

2977 

1888 

0357 

6718 

1 

3982 

9097 

TIM 

4022 

0.731 

0314 

1779 

0515 

5192 

0.454 

fMCi} 

47.15 

1594 

7987 

9MB 

0921 

2263 

2376 

10 

2343 

1943 

1036 

1.884 

180B 

2305 

1327 

1544 

via 

-*  = 

PnrtogaT 

(Ert 

20.12 

3.710 

1272 

1976 

0393 

9659 

1099 

4367 

100 

8299 

4.421 

080* 

0.345 

0.8S6 

0566 

6587 

1499 

Spain* 

(PM) 

2434 

4.470 

2942 

1.175 

1473 

1164 

1324 

5.142 

1215 

100 

5327 

0.969 

0.415 

1.031 

1683 

79.37 

3601 

Smdan 

(SXO 

4531 

1391 

7.400 

2207 

1989 

2184 

2486 

9652 

2212 

187.7 

10 

1818 

0780 

1.936 

1381 

1490 

1 128 

(SB) 

25.03 

4-615 

4470 

1313 

1489 

1201 

1367 

1308 

1244 

1032 

5499 

1 

1429 

1364 

1705 

8193 

0920 

UK 

(£) 

tafK 

H7B 

9.489 

9BJQ 

1.1S 

2801 

1188 

1238 

2910 

240.7 

1282 

2332 

1 

2482 

1.643 

1910 

1447 

(CS) 

2151 

4335 

aw 

1.140 

0.459 

1129 

1384 

4987 

1169 

9198 

5167 

1940 

1403 

1 

1662 

76.97 

0583 

USA 

n 

3152 

154& 

5.776 

1.722 

0893 

ins 

1940 

7933 

1715 

1415 

7905 

1.419 

1609 

1511 

1 

116  3 

0881 

* “ 

Japan 

m 

3055 

1632 

4967 

1.481 

1596 

1466 

19S 

1479 

1513 

1210 

1712 

1221 

1524 

1299 

0850 

100 

0757 

Euro 

10 

4034 

7.438 

1560 

1956 

1788 

1936 

2204 

2015 

1514 

1664 

1.012 

0891 

1.716 

1.136 

1321 

1 

•,'taS 

'mi 


■ *WK.l* 

m* 


••/V  '■» 


■&*9. 


'mr*  - 9Kft 


M 

H 


> 

m 


■T/ftr 


f 

r4 

•« 


¥* 


Sj.- 


rttmn  ■.MtWMVU-HH,  Ai: 


FINANCIAL  TIMES  MONl>AY  FEBRUARY  1 1999 


25 


EURO  PRICES 


EQUITIES 


«<*« 

' -ijrw  ' 

****- 

-ffc* 

*J**V 

mmt- 

■ •■**& 

' in*- 


**»?  " 
. cer:;-.  .V»* 
tf*-'*  ■ *tm\ 

•••»•— 1*-  - v*W 

ST'iftfeftHK' 

' r'faft.. 

-irtuft  i*Mr; 

-oriw  * ■ 

.**?*■ -Maw 
•***■■  ■ 

:HM**  ■ «*■* 

*#!»  . J <** 

' ''ft . 

- ;*#  r 
•,  -.-'*?** 


- 


Central  bankers  face  rate  cut  demands 
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^ROPEAN  OVERVIEW 
By  Bertrand  Benoit 

European  equity  markets 
looking  for  direction  will 
liave  their  radars  locked  on 
interest  rates  when  central 
bankers  review  the  region's 
monetary  policy  this  week. 

The  council  of  the  Euro* 
pean  Central  Bank,  which 
meets  in  Frankfurt  on 
Thursday,  is  not  expected  to 

FTSEBbtoclOO 

index 


1100 


cut  its  key  rate,  currently  3 
per  cent  But  most  analysts 
are  pricing  in  a cut  of  25  to 
50  basis  points  before  the 
end  of  the  first  quarter. 

‘‘The  economy  is  slowing 
down  and  inflation  is  right 
on  target,  so  the  conditions 
are  there  for  rates  to  fall  to 
2.75  per  cent  by  the  end  of 
March,"  said  Philip  Chi  tty, 
European  economist  at  ABN 
Amro. 

The  German  purchasing 


managers  inrimr  for  the  man* 
ufacturing  industry,  due  on 
Monday,  will  be  closely 
watched  for  confirmation 
that  *the  country  Is  on  a 
deflationary  slope. 

Equal  attention  will  be 
given  to  France's  consumer 
confidence  survey  for  Janu- 
ary, published  on  Thursday. 

Despite  fresh  signs  that 
the  UK  economy  is  heading 
tor  a gentle  slow-down 
rather  than  an  abrupt  stop,  a 
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majority  of  economists 
expect  the  monetary  policy 
committee  of  the  Bank  of 
England  to  cut  interest  rate 
when  it  meets  cm  Wednes- 
day. The  consensus,  accord* 
ing  to  a Reuters  poll  pub- 
lished last  week,  is  for  a cut 
of  2S  basis  points. 

The  mixed  economic  out- 
look left  markets  unfazed 
last  week,  with  the  FTSE 
Eurotop  300  index  ending  the 
week  3454  higher  at  1,214.89, 


while  the  FTSE  Eurotop  100 
gained  75.42  to  2,7S&59.  The 
FTSE  Ebloc  index  of  compa- 
nies In  the  euro-zone  gained 
31.73  to  1.023J34. 

Last  week's  gains  followed 
a string  of  M&A  announce- 
ments and  relief  that  the  oft- 
predicted  collapse  in  corpo- 
rate earnings  had  failed  to 
materialise. 

But  optimism  could  soon 
dry  up  according  to  Ur 
Chitty,  who  said  companies 
would  post  more  disappoint- 
ing earnings  as  markets 
moved  further  into  the 
results.season. 

In  a recent  note,  ABN- 
Amm  claimed  that  even  bids 
and  mergers  often  faded  to 
deliver  long-term  value. 

“Anyone  deciding  12 
Twirit-hs  ago  to  play  the  cor- 
porate restructuring  theme 
. . . would  have  underper- 
formed the  broader  market 
over  the  past  year  by  4 per 
cent,"  the  bank’s  strategy 
and  economics  team  wrote. 
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MoDo 


Summary  of  year-end  communique  for  1998 

• Profit  after  net  financial  items  increased  by  15  per  cent  to  SKr  2^38  million  (1997: 2,026).  The  fourth -quarter 
profit  amounted  to  SKr  441  million,  compared  to  SKr  506  million  for  the  third  quarter. 

• Profit  for  the  year  after  tax  amounted  to  SKr  2^04  million  (1,434).  which  corresponds  to  earnings  per  share  of 
SKr  28.20  (16.10).  The  return  on  equity  was  14.4  per  cent  (9.0). 

• The  Board  proposes  to  increase  the  dividend  to  SKr  10  per  share  (9).  The  Board  also  proposes  payment  of  an 
extra  dividend  of  SKr  35  per  share. 

Decisions  on  financial  targets  and 
strategic  direction  of  business 

During  the  past  few  years,  MoDo  has  focused  on  concentrating  its  business  and  strengthening  the  company's 
financial  position.  With  a debt/equity  ratio  of  0.2  at  the  end  of  1998,  MoDo's  financial  position  is  stronger  than  is 
regarded  as  necessary  for  the  development  of  its  business.  In  view  of  this,  the  Board  of  Directors  has  established 
the  following  financial  targets  for  the  company: 

MoDo  shall  have  a strong  financial  position  with  a target  debt/equity  ratio  of  OS  - 0. 7. 

It  is  intended  to  keep  ' the  capital  structure  in  line  with  the  established  target 
by  speciallcapital  structure  decisions  when  required. 

MoDo 's  target  is  that  each  year 's  dividend  shall  correspond  to  5 - 7 per  cent  of  its  equity. 

Based  on  the  above  targets  for  the  capital  structure  the  Board  of  Directors  will  propose  to  the  Annual  General 
Meeting  that  an  extra  dividend  of  Sl6  35  per  share  is  paid,  in  total  SKr  3,1 10  million,  above  the  proposed 
ordinary  dividend  of  SKr  10  per  share.  After  this  MoDo's  pro  forma  debt/equity  ratio  amounts  to  0.5. 

The  main  points  in  the  strategy  now  established  for  the  operative  business  are  the  following: 

MoDo  will  focus  on  growth  and  development  within  Holmen  Paper  (newsprint  and  magazine  paper)  and 
Iggesund  Paperboard  (paperboard),  which  currently  account  for  around  one  half  of  MoDo’s  turnover.  Within 
these  areas  MoDo  is  highly  competitive,  and  is  well  placed  to  farther  strengthen  its  positions.  The  growth  can  be 
organic  as  well  as  via  acquisitions. 

MoDo  Paper's  business,  which  accounts  for  around  one-quarter  of  the  Group's  turnover,  will  be  concentrated  on 
office  paper,  where  MoDo  Paper  has  a strong  position  and  has  good  potential  for  further  development. 

To  strengthen  its  competitive  position  within  the  office  paper  area  MoDo  is  open  for  co-operation  with  other 
companies.  MoDo  Paper  will  also  endeavour  to  reduce  the  already  low  exposure  to  market  pulp. 


The  complete  year-end  communique  will  be  presented  in  the  next  issue  of  MoDo  Business  Report. 
The  communique  is  also  published  on  MoDo’s  web  site  on  the  Internet,  http://www.modogrovp.com 
It  may  be  ordered  from  Group  Public  Relations,  tel.  446  660  751  31,  info@modogroup.com 

The  Annual  General  Meeting  will  be  hrfd  at  4.00  p.m.  on  March  25 
in  the  Vintertradgarden  of  the  Grand  Hotel  in  Stockholm. 

The  annual  report  will  be  published  at  the  beginning  of  March  and  the  interim  report 
for  the  period  January  - March  1999  will  be  published  on  April  28. 
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Rockweli  Collins  GPS  traffic  management 
systems  are  giving  passengers  greater 
efficiency  and  convenience. 
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MONDAY  t 


Foreign  business 

Igor  Ivanov,  Russia’s  foreign  minister, 
arrives  in  Bonn  for  discussions  with 
Gerhard  SchrSder,  the  German 
chancellor,  on  Russia's  relations  with 
the  European  Union  and  developments 
art  Kosovo.  The  meeting  will  also 
prepare  the  ground  for  Mr  Schroder's 
trip  to  Moscow  Eater  this  month.  The 
German  government,  which  holds  the 
presidencies  of  the  European  Union, 
the  Western  European  Unton  and  the 
Group  of  Seven  leacfrig  industrial 
nations,  is  working  on  the  formulation 
of  a common  strategy  towards  Russia. 
The  strategy,  which  is  expected  to 
place  greater  emphasis  on  the 
co-ordination  of  structural  assistance 
programmes  in  Russia  as  opposed  to 
financial  aid,  is  due  to  be  completed  in 
time  for  approval  at  the  EU  summit  in 
Cologne  in  June. 

US  spending  plans 

BUI  Clinton,  the  US  president,  vrin 
unveil  his  fiscal  2000  budget,  detailing 
his  plans  for  restoring  the  troubled 
social  security  retirement  programme 
as  well  as  new  taxing  and  spending 
proposals.  He  has  already  proposed 
using  the  bulk  of  federal  surpluses, 
estimated  at  $4,400bn  over  the  next  15 
years,  to  buttress  social  security.  He 
would  also  draw  on  surplus  funds  to 
shore  up  Medicare,  the  federally 
funded  health  insurance  programme, 
and  to  spend  more  on  defence  and 
domestic  programmes. 

Goodbye  to  Morse 

Marne  safety  moves  fully  into  the 
high-technology  age  with  the  adoption 
of  a satellite  and  radio  communications 
system  known  as  GMDSS.  The  system 
is  legally  required  on  all  passenger 
vessels  and  cargo  ships  over  300 
tonnes.  At  the  same  trne,  Morse  code 
is  being  dropped  as  the  official  channel 
of  comrmmiCTtton. 

Bank  account  ban 

Today  is  the  European  Union's 
deadline  for  Austria  to  aboQsh  its 
Sparbuch  savings  accounts,  which 
require  no  proof  of  identity  from  the 
saver.  The  EU  believes  the  accounts 
are  being  used  for  money  laundering 
and  tax  evasion  by  foreign  savers. 

Finnish  arrival 

Paavo  Lipponen,  the  Finnish  prime 
minister,  visits  Britain  to  discuss 
European  Union  affairs  with  prime 
minister  Tony  Blair  (to  February  2). 

Order  of  the  boot 

The  Frfa  World  Player  of  the  Year 
awards  are  due  to  be  presented  in 
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Peace  dividend 

Jamfl  Mahued  and  Aborto  Fujimori,  ft* 
Ecuadorto  and  Peruvian  presidents, 
meet  lerxfing  agencies  trv  Washington 
to  work  out  detoBs  of  S3bn  package 
for  crow  border  projects  under  a 
peace  treaty  signed  in  October. 

Hobdays 

Sri  Lanka. 


FRIDAY  5 


Bans  lor  PMesHne 

Yasak  Arafat,  the  Palestinian  leader, 
visfta  Germany  for  dtecusstona  with 
Gerhard  SctaBder,  the  ohanceBor,  and 
Joachka  Reoher.  foreign  minister,  on 
Palestinian  plena  far  statehood,  the 
suspension  of  the  Wye  Rfver 
agreement  and  European  Union  akL  A 
donor  confarenoefor  the  PatostWan 
territories  wffl  be  held  on  Sunday. 

Holidays 

Mexico,  Burundi. 


SATURDAY  6 


Dust  collector 

Nasa  is  scheduled  to  launch  its 
Stardust  mission,  the  next  stage  of  its 
Discovery  project  The  aim  is  to  cofiect 


The  Irttamafioreti  Olympic  CommittM  shrugs  off  problems  ewer  corruption  on  Tuesday  to  dtecuss  the  threat  posed  by  the 


> of  performance  enhancing  dregs 


Barcelona.  The  winner,  picked  after  a 
poll  of  129  national  coaches,  wU  be 
selected  from  a shortest  comprising 
Ronaldo,  the  Brazilian  who  won  last 
year,  Davor  Suker  of  Croatia  and 
Zinedine  Zidane  of  Franoe. 

Green  session 

The  governing  council  of  the  United 
Nations  Environment  Programme 
meets  at  Unep  headquarters  In  Nairobi 
(to  February  5).  The  58-strong  councfl 
wiR  discuss  measures  to  reform  and 
revitalise  tite  UN  agency,  the  budget 
for  the  2000-01  biennium,  linkages 
between  the  various  environmental 
conventions  and  environmental  policy 
issues  Including  sustainable  tourism. 

Holidays 

Malaysia,  New  Zealand. 


TUESDAY  2 


Keeping  it  dean 

The  International  Olympic  Committee, 
mired  deep  in  a corruption  scandal, 
takes  time  out  this  week  to  consider 
the  other  controversial  issue  dogging 
the  Olympic  movement  - 
performance-enhancing  drugs.  A 
three-day  conference  at  the  IOC's 
headquarters  to  Lausanne  will  address 
the  growing  threat  to  the  Olympics  and 
sport  in  general  posed  by  the  illegal 
use  of  drugs  by  athletes  and 


sportsman  and  women.  The 
conference  is  an  attempt  by  the  IOC  to 
regain  the  initiative  to  anti-doping 
policy  by  re-establishing  tire  IOC  and 
other  governing  bodies  as  the  primary 
authority  over  all  matters  relating  to 
.drug  use  In  sport 

FOMC  opening 

The  Federal  Reserve's  open  market 
committee  begins  a two-day  meeting 
to  Washington  to  review  US  interest 
rates.  The  committee,  chaired  by  Alan 
Greenspan,  is  not  expected  to  raise 
rates,  to  spite  of  indications  at  the  end 
of  last  week  that  the  US  economy  is 
continuing  to  grow  strongly.  The 
committee  last  met  at  the  end  of 
December,  when  it  left  rates 
unchanged,  following  three  rate  cuts 
over  the  autumn  in  response  to  strains 
in  financial  markets. 

! Monetary  symposium 

Economics  experts  including  Joseph  E. 
Stigfrtz  and  Bsuks  SakaJdbara,  from 
Japan’s  finance  ministry,  meet  in 
Tokyo  at  a symposium  on  international 
monetary  affairs.  They  w3J  discuss 
issues  such  as  the  reorganisation  of 
international  currency  systems,  the  role 
of  international  financial  bodes,  and 
Japan’s  part  to  these  matters. 

Man  alone 

The  House  of  Keys,  the  lower  house  of 
the  Isle  of  Man,  a self-governing  British 
dependency  to  the  Irish  Sea,  debates  a 


motion  calling  tor  contingency  plans  for 
Independence  from  the  UK.  The  Manx 
fear  their  island's  status  as  a tax  haven 
could  be  threatened  by  any  future 
move  towards  European  economic  and 
monetary  union  by  the  UK. 


WEDNESDAYS 


EU  rich  and  poor 

A survey  of  economic  disparities  within 
the  European  Union  due  out  today  is 
fikety  to  strengthen  Span’s  aid 
Portugal's  cases  for  continuing  aid. 

The  report,  which  covers  the  1986-96 
period,  shows  the  10  poorest  regions 
to  the  BJ  have  Dftsd  average  GDP  by  9 
per  cent  and  the  10  richest  by  7 per 
cent 

| Learning  experience 

Bill  Gates,  chairman  of  Microsoft,  the 
IT  group,  meets  Wim  Kok,  the  Dutch 
prime  minister,  and  his  cabinet  to  . 
discuss  the  use  of  computers  In  the 
Dutch  education  system. 

OECD  country  survey 

The  Organisation  for  Economic 
Co-operation  and  development 
pttoSshes  its  economic  survey  of 
Hungary. 

FT  Survey 

Review  of  Information  Technology. 


Holiday 

Mozambique. 

THURSDAY  4 


Arafat  in  Washington 

Yassir  Arafat,  the  Palestinian  leader, 
meets  Bffi  Clinton,  the  US  president, 
for  talks  on  the  suspension  of  the  wye 
River  peace  agreement. 

Budget  final 

Russia's  1999  draft  budget  receives  Its 
fourth  and  final  reading  in  the  state 
duma.  ft  wtt  later  go  to  the  Federation 
CoiOTcfi  to  be  passed. 

Snow  business 

The  50th  annual  snow  festival  opens  in 
Sapporo,  where  20  countries  compete 
to  produce  the  best  ice  sculpture. 

Bank  report 

Sir  Brian  Unwin,  president  of  the 
European  Investment  Bank,  reports  on 
the  Institution's  1998  activities  and 
outlines  perspectives  for  the  start  of 
the  next  millennium  to  Brussels. 

French  economy 

The  Organisation  for  Economic 
Co-operation  and  Development  issues 
its  economic  survey  on  France. 
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a sample  of  comet  dust  and  return  it  to; 
earth  in  January  2006. 

Holiday 

New  Zealand.  • 


SUNDAY  7 


Property  relief 

Switzerland  is  due  to  hold  a national  . 
vote  on  an  initiative  to  abolish  taxes  on  ■ 
private  property. 


| Syrian  poll 

President  Hafiz  d-Assad  is  expected  to 
win  approval  for  a fifth  seven-year  term 
in  office  in  a referendum  to  Syria  The 
250-member  People's  Assembly  has 
already  voted  unanimously  to  approve 
his  nomination. 

Going  Dutch 

US  First  Lady  Hillary  Cflnton  begins  a 
visit  to  the  Netherlands  to  attend  the 
United  Nations  population  conference. 

Compiled  by  Roger  Seafe 
Fax  44  171  873  3196 


J) 


Other  economic  news 

Monday:  A raft  of  US  figures 
start  off  the  week,  Including 
data  on  personal  Income 
and  consumption,  new 
construction  spending,  and 
the  National  Association  of 
Purchasing  Managers’  index. 
Tuesday.  The  UK’s 
purchasing  managers'  'index 
for  the  service  sector  to 
January  win  be  closely 
watched  for  any  upturn  to 
business  activity  after  recent 
GDP  figures  Indicated  strong 
growth  In  the  sector. 
Wednesday:  France's 
quarterly  INSEE  business 
survey  for  the  fourth  quarter 
is  expected  to  show  a 
weaker  outlook  for  demand 
and  lower  capacity 
utilisation,  as  business 
confidence  deteriorates. 
Thursday.  The  European 
Central  Bank  and  the  Bank 
of  England's  monetary  policy 
committee  both  meet  to  set 
interest  rates.  Most  analysts 
give  a higher  chance  of  a 
further  cut  in  UK  toterest 
rates  than  in  the  euro-zone. 
Friday:  Consumer  labour 
market  sisveys  in  the  US 
show  an  Improvement  in 
employment,  suggesting 
strong  increases  to  the  key 
non-farm  payrolls  figure  and 
hourly  earnings  figures  for 
last  month. 


ACROSS 

1 Sitting  for  a time  among 
Children  (6) 

4 Customer  parking  era  tar 
newly  spread!  (6) 

8 Shamefaced  sailor  takes  a 


ECONOMIC  DIARY 


Statistics  to  be  released  tWs  week 


Oka  many 
U8. . .. 


Jan  car  sates 

Jan  foreign  exchange  reserves  ; 
Dec  produtWB  price  Wax 
Dec  producers  price  Wax  : 

Dec  consumer  emtit  ’ ' 

Dec  final  ' •'  - - 

Dec  construction  spending 
Jan  domestic  car  sates  - 

Jan  domestic  Wght  truck  satea  . . . 
Dec  balance  on  good?  & services 
BTM-Schrodars Jan  30  ~ ~ 

Pec  new  home  teles  . . ■ 

Doc  leading  irtdicatont  ~ - 

Redbook  Jen30  ■ 

■DecfadMangroprovafa 
03  q*tty  Industrial  survey,  demand 
Jan  C8I  <fistrtougya  trades  • 

Jan  famlgi  mawtea,  change 
. NftPM  (non-manufacturing}  . ■ 

Jen  Rpe  consumer  price  index  4th  j 
dec  reteB  trade  • ' • / ' 

Jan  household  aunrsy 

Dec  marudBotukig  orders* 

State  biteafts  Jan  23 
Dec  factory  orders 
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Dec  credtt  growth** 

M2  weak  ended  Jan  25 
.Jan  overall  whctasala  price  Intent* 
Jan  overafl  WPT* 

Jan  BRC  shop  prices* 

Jan  BRC  shop  prices'* 

Dec  ctfnddant  index  ■ 
upc  joacang  omraroa  raax 
- Dec'  producer  pride  Mte~  • 

Jan  consumer  price  Index”  • 

. Jan  unerrptaynwnt  rate  - 
'Jan.howtjreantega 
. Jah:  average  worieweek  ■ - 
•Jan  «ernpfoymant  rata.:  ■ v. • 
Deo  hone  comptatiota . 1 

Dec  coosumer  cradt  '•  '• 


1 (SV... , 


..  US  - Dec  coosumer  cradt 

. Spain  ",  ; Jan  registered  tawmptoymeot 
• Owing  the  week... 

; 03  OOP  fintet  .. 

■ • y.'-  BtiU  y 08  OOP  final  T 
:EMU  Pec  unemployment  rate 
. Germany  . T3ec  omftal  account  • 

Japan  ' Dec  cwrettt  acetxwrt 


; -Japan  ;•  - Dec  trade  balance  . 
•Worth  onnttte."yawm  jmr  footer  on  quarter 
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drop1.  (7) 

9 Fail  to  understand  I have 
shorter  message  (7) 

11  Note  King’s  new  name  for 
palace  (10) 

12  Note,  with  anger,  where  it 
is  <4> 

13  Man  removing  balls  (5) 

14  Colourful  container  inapt 
for  wrapping  present  (8) 

16  Carried  on  In  history  and 
looked  fear  (to 

18  Firearm  for  a man  on 
board?  (to 

20  Conservative  leader  with  a 
record  that's  foul  (4) 

21  Objection  to  locks  for 
pins?  (10) 

23  Putting  salt  In  meal  X 
cooked  is  friendly?  (7) 

24  Having  exchanged  one  lira 
on  plane,  flap!  (7) 

25  One  temporarily  in  charge 
of  the  issue?  (6) 

26  Happy  to  be  burning  hot 
live  outside  (6) 


DOWN 

1 Fur  is  practical  when  going 
topless!  (5) 

2 As  the  nuns  have  lost  Eliza- 
beth gives  a band  (7) 

3 Always  on  the  outside  but 
not  unknown  (9) 

5 To  be  still  held  by  a pole  is 
stranger  (5) 

6 Regard  as  a hit  more  spec- 
tacular (7) 

7 By  noon  remove  unruly  sol- 
diers — but  not  ever  again 
(9) 

10  Pit  dnty  is  not  normally 
simplicity  (9) 

13  Fan.  so  amps,  used  by 
people  stripping?  (9) 

15  One  warlike  president 
admitted  it’s  fair  (9) 

17  Old  lady  In  tank  travelling 
from  place  to  place  (7) 

19  See  it  as  possibly  the  least 
difficult  (7) 

21  In  competition  students 
And  she's  fair  (5) 

22  Elicit  approval  during  the 
day  before  (5) 
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□□snnBa  cibcdsde 
nnanraono 
□HHon  □□nanniuEE 
aannsriciR 

□Hnaacnna  anonn 
ci  a u h a 
□anam  aaaHr^iJHBc; 

□ rj  n e s o 
sanananns  asoBn 
C3  m □ he 
annas  msasaaEOd 
l3D0Bi3HO0 
aaandonan  EiodBB 
disnaondn 
□aaraann  aHEQarnn 
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